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Britain  has  taken  a  realistic  look  at  the  basic  strategic  and 
economic  issues  involved  in  her  defense.  The  results  of  this 
examination  were  published  in  April  in  an  important  White 
Paper  “Outline  of  Future  Policy  on  Defense”  (Cmnd.  124). 


Britain’s  New  Defense  Program 

The  1957  Defense  White  Paper,  which  was  published  on  April  4th, 
presented  “the  biggest  change  in  military  policy  ever  made  in  normal 
times.”  The  key  changes,  which  will  take  five  years  to  bring  about  are: 

1.  A  gradual  reduction  in  the  manpower  in  the  Forces  with  the  aim  of 
establishing  a  completely  Regular  (i.e.  professional)  force  of  375,000  by  1962, 
ending  the  call-up  under  compulsory  National  Service  at  the  end  of  1960. 

2.  Overriding  emphasis  in  strategy  on  the  nuclear  “deterrent”  and  the  means 
to  deliver  it,  so  that  a  potential  enemy  would  not  dare  to  launch  a  nuclear  attack. 

3.  Concentration  on  defense  of  the  bomber  airfields  to  make  sure  that  the 
bombers  can  take  off  to  retaliate  against  an  attack. 

4.  Emphasis  on  development  of  ballistic  rockets  and  guided  missiles. 

5.  Reorganization  of  the  Royal  Navy  around  aircraft  carrier  units  . 

6.  Reduction  of  manpower  contribution  to  NATO  defense  in  Europe,  and 
also,  where  possible,  of  colonial  garrisons,  with  increased  emphasis  on  a  mobile 
Central  Reserve  stationed  in  Britain. 

Though  the  forces  will  thus  be  almost  halved,  ultimately,  from  their 
present  number,  the  cost  of  defense  will  not  decline  by  anything  like  this 
proportion  because  of  the  ever-increasing  cost  of  modern  weapons,  the 
higher  cost  per  man  of  “regular”  forces,  and  the  fact  that  proportionately 
more  civilians  will  be  employed.  It  is  significant  that  in  the  coming  year 
1957-58,  despite  the  economies  being  made,  expenditure  on  defense  is 
due  to  fall  only  7  per  cent  from  the  £1,525  million  spent  in  1956-57. 

There  has  been  no  change  in  Britain’s  view  that  “the  defense  of  Britain 
is  possible  only  as  part  of  the  collective  defense  of  the  free  world.”  The 
first  paragraph  of  the  White  Paper  states: 

“Britain’s  defense  policy  is  determined  by  her  obligations  to  make  her  con¬ 
tribution  to  NATO  and  other  alliances  for  collective  defense,  as  well  as  to 
discharge  her  own  special  responsibilities  in  many  parts  of  the  world.” 
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In  planning  for  the  future,  Britain  has  reassessed  the  position,  taking 
into  account  two  major  factors: 

1.  Economic:  “Britain  has  been  bearing  a  disproportionately  large  share  of 
the  total  burden  of  Western  defense.”  She  can  no  longer  continue  to  do  so 
because  it  has  put  her  economy  in  jeopardy.  If  the  defense  burden,  both  in 
manpower  and  in  cash  expenditure,  is  so  heavy  as  to  prevent  her  from  earning 
her  living  —  as  she  must  —  by  trade,  she  is  weakened  as  an  ally.  “It  is  therefore 
in  the  true  interests  of  defense,”  says  the  White  Paper,  “that  the  claims  of  mili¬ 
tary  expenditure  should  be  considered  in  conjunction  with  the  need  to  maintain 
the  country’s  financial  and  economic  strength.” 

2.  Strategic:  Scientific  advances  and  the  rapid  changes  in  military  technology 
have  fundamentally  altered  the  whole  basis  of  military  planning.  Although  this 
has  been  obvious  for  some  time,  it  is  only  now  that  the  whole  picture  is  clear 
enough  to  enable  a  comprehensive  re-shaping  of  policy  to  be  undertaken.  The 
two  types  of  war  now  to  be  faced  are  a  nuclear  struggle  or  local  limited 
engagements.  Britain’s  forces  are  being  shaped  to  meet  both  these  eventualities. 

Thus,  far  from  abrogating  her  responsibilities  to  her  allies  and  to  the 
territories  under  her  care,  Britain  is  regrouping  her  resources  to  continue 
to  make  an  effective  contribution  to  the  task  of  deterring  and  resisting 
aggression  wherever  it  may  threaten.  Under  the  new  program,  Britain’s 
military  power  will  be  both  effective  and  supportable  by  her  economy. 

THE  DETERRENT 

The  White  Paper  recognizes  realistically  that  in  any  attack  on  Britain 
by  nuclear  weapons,  some  bombs  would  get  through  and  create  wide¬ 
spread  devastation  against  any  defense.  Planning  must  therefore  concen¬ 
trate  on  preventing  an  attack  from  being  launched. 

In  stating  frankly 

“there  is  at  present  no  means  of  providing  adequate  protection  for  the 
people  of  this  country  against  the  consequences  of  an  attack  with  nuclear 
weapons,” 

the  White  Paper  does  not  imply  that  Britain  has  become  “defenseless.” 
The  answer  to  the  threat  of  bombing  lies  in  the  power  that  Britain  has  to 
promise  instant  retaliation  by  nuclear  weapons,  and  thus  to  deter  a  po¬ 
tential  aggressor  from  launching  an  attack.  Though  the  country  as  a 
whole  would  suffer  heavily  from  nuclear  bombing,  Britain  has  the  power 
to  protect  the  bomber  bases  from  being  knocked-out;  and  this  will  make  it 
certain  that  an  enemy  would  know  in  advance  that  if  he  attacked,  nuclear 
bombs  would  be  delivered  instantly  in  return. 

Spelling  this  out,  the  White  Paper  shows  how  powerful  an  effort  Britain 
will  make  in  these  terms.  While  the  free  world  is  mainly  dependent  on 
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DEFENSE  COSTS  IN  1955 

As  percentages  of  Gross  National  Product 


U.S.A. 


This  chart,  reproduced  from  the  “Financial  Times,”  is  based  on 
a  table  printed  in  The  Economist  of  January  5th,  1957.  The 
table  showed  that  Britain  had  incurred  defense  expenditure  of 
this  magnitude  since  1949,  in  contrast,  for  example,  with  Ger¬ 
many  which  had  no  defense  expenditure  at  all  until  1955.  The 
Economist  wrote: 

“As  the  figures  in  the  table  show,  a  larger  slice  has  been  taken  out  of  Britain’s 
national  income  than  out  of  that  of  any  other  NATO  country  except  the  much 
richer  United  States.  Moreover,  this  expenditure  has  been  harder  for  Britain 
to  bear  than  that  of  any  other  NATO  country,  including  the  United  States,  so 
that  the  percentage  understates  the  British  burden:  a  great  deal  has  been  in¬ 
curred  abroad  and  persistently  aggravates  our  chronic  balance  of  payments 
difficulties.  At  home  it  falls  particularly  heavily  (because  of  our  effort  to  go  it 
alone  in  atomic  weapons  and  the  means  of  delivery)  on  the  engineering  and 
electronics  industries  and  on  research  resources,  with  correspondingly  adverse 
effects  on  exports  and  industrial  re-equipment.  It  is  obvious  that  to  ease  the 
pressure  of  defense  at  these  points  in  the  period  just  ahead  would  substantially 
help  the  country  .  .  . 

“But  the  problem  is  not  just  to  cut  defense:  the  need  is  to  reshape  it  in  the 
cause  of  efficiency  as  well  as  economy  .  .  .  Britain  has  not  the  choice  between 
being  a  first-class  and  a  second-class  power  —  such  terms  are  nearly  obsolete  — 
but  between  becoming  an  efficient  member-state  of  a  western  power  block  or 
nothing  ...  The  commitments  in  every  area  remain  to  be  met;  but  the  forces 
must  be  integrated  western  forces  based  on  a  unified  policy.” 
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U.S.  nuclear  capacity,  British  atomic  bombs  “are  already  in  steady  pro¬ 
duction  and  the  R.A.F.  holds  a  substantial  number  of  them.”  A  British 
H-bomb  has  been  developed,  and  is  shortly  to  be  tested,*  after  which  “a 
stock  will  be  manufactured.”  To  deliver  these  bombs,  Britain  is  relying 
at  present  on  her  medium-bombers  of  the  V-class  “whose  performance 
in  speed  and  altitude  is  comparable  to  that  of  any  bomber  aircraft  now 
in  service  in  any  other  country.”  These  will  be  supplemented  by  ballistic 
rockets,  some  of  which  will  be  supplied  by  the  United  States. 

The  defense  of  the  bomber  airfields  is  an  essential  part  of  the  deterrent, 
and  is  a  feasible  task,  says  the  White  Paper.  A  manned  fighter-force  will  be 
maintained,  adequate  for  this  limited  purpose,  though  smaller  than  the 
present  force.  It  will  be  progressively  equipped  with  air-to-air  guided 
missiles.  In  due  course  fighter  aircraft  will  be  replaced  by  a  ground-to-air 
guided  missile  system. 

Although  the  emphasis  will  thus  be  on  the  deterrent,  civil  defense  will 
be  maintained  to  minimize  the  disaster  of  an  attack,  and  will  be  expanded 
where  possible. 


DEFENSE  ON  THE  CONTINENT  OF  EUROPE 

“The  possession  of  nuclear  air  power  is  not  by  itself  a  complete  deter¬ 
rent,”  says  the  White  Paper.  “The  frontiers  of  the  free  world,  particularly 
in  Europe,  must  be  firmly  defended  on  the  ground.” 

Until  now,  Britain’s  armed  forces  in  Germany  and  her  air  force  there 
and  at  home  have  provided  the  major  European  contribution  to  defense  on 
the  ground.  Britain  has  no  intention  of  “pulling  out”  of  Europe.  Though 
her  contribution  will  be  reduced,  she  will  provide,  says  the  White  Paper, 
“a  fair  share”  of  the  forces  needed.  She  cannot,  however,  continue  to  make 
a  “disproportionately  large  contribution.” 

It  had  already  been  announced  that  the  strength  of  the  British  Army 
of  the  Rhine  would  be  reduced  from  77,000  to  about  64,000  during  the 
next  1 2  months.  This  decision  was  taken  after  consultation  with  the  Allied 
Governments  in  NATO  and  WEU;  and  subject  to  consultations  in  the 
autumn,  further  reductions  will  be  made  thereafter. 

The  force  will  be  re-organized  in  such  a  way  as  to  increase  the  propor¬ 
tion  of  fighting  units,  and  atomic  rocket  artillery  will  be  introduced. 

The  aircraft  of  Britain’s  2nd  Tactical  Air  Force  in  Germany  will  be 
reduced  to  about  half  their  present  number  by  the  end  of  March  1958. 
Some  of  the  squadrons  will  now  be  provided,  however,  with  atomic  bombs. 
A  similar  reduction  will  be  made  in  the  light  bomber  force  in  England, 
which  is  assigned  to  NATO. 

*  The  White  Paper  was  published  on  April  4th.  The  first  test  explosion  “in  the  megaton 
range”  was  carried  out  successfully  in  the  Pacific  on  May  15th. 
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NATO  will  still  have  to  maintain  substantial  naval  forces  and  maritime 
air  units  to  defend  Atlantic  communications  against  submarine  attack  if 
a  nuclear  battle  did  not  prove  immediately  decisive.  Britain  will  continue 
to  make  her  contribution  to  NATO’s  naval  forces,  though  on  a  somewhat 
reduced  scale. 

Britain’s  world-wide  responsibilities 

Britain  has  important  military  responsibilities  in  other  parts  of  the 
world,  and  will  keep  adequate  forces  on  guard,  though  some  reductions 
will  be  possible  because  of  the  availability  of  the  U.K.-based  Central  Re¬ 
serve  which  is  being  built  up  with  sufficient  air  transport  for  rapid  move¬ 
ment  overseas. 

In  the  Middle  East,  Britain  must  defend  the  Aden  Protectorate  and 
those  territories  of  the  Persian  Gulf  for  whose  defense  she  is  responsible. 
For  this  task,  she  will  maintain  land,  sea  and  air  forces  in  that  area  and 
in  East  Africa. 

British  Middle  East  Forces,  including  bomber-squadrons  based  on 
Cyprus  and  capable  of  delivering  nuclear  weapons,  will  be  made  available 
to  fulfill  her  obligations  under  the  Baghdad  Pact,  of  which  she  is  a  mem¬ 
ber.  The  White  Paper  states  explicitly  that  British  naval  strength  East 
of  Suez  will  be  maintained  “at  about  its  present  level.” 

In  South-East  Asia,  apart  from  defending  her  colonies  and  protec¬ 
torates,  Britain  has  agreed  to  assist  in  the  external  defense  of  Malaya 
after  she  attains  independence  in  August  of  this  year.  Britain  also  has 
military  commitments  as  a  member  of  the  SEATO  and  ANZAM  defense 
systems  to  preserve  stability  and  resist  the  extension  of  Communist 
power  in  that  area. 

It  has  been  found  possible  to  make  considerable  reductions  in  the 
U.K.  manpower  in  colonial  garrisons;  and  after  consultation  with  the 
U.S.A.  the  remaining  U.K.  forces  (about  a  battalion)  are  being  with¬ 
drawn  from  Korea.  Because  of  these  reductions,  it  is  more  than  ever 
essential,  says  the  White  Paper,  to  be  able  to  despatch  reinforcements 
at  short  notice.  To  give  the  Central  Reserve,  maintained  in  Britain, 
“rapid  mobility,”  a  substantial  fleet  of  transport  aircraft  is  being  built 
up  in  the  R.A.F.  Transport  Command.  This  is  at  present  composed  of 
Comet  II’s,  Beverley  freighters  and  Hastings  aircraft,  to  which  a  number 
of  jet-prop  Britannias  will  later  be  added. 

ROYAL  NAVY  TO  BE  RE-ORGANIZED 

For  the  Royal  Navy,  emphasis  in  the  new  plan  will  be  put  on  the  role 
of  the  aircraft  carrier.  A  small  number  of  carrier  groups  will  be  organized, 
each  composed  of  one  aircraft  carrier  and  a  number  of  supporting  ships. 
Apart  from  carriers,  the  number  of  large  ships  will  be  reduced  to  the 
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minimum,  and  among  smaller  ships  there  will  be  new  types,  some  equipped 
with  guided  missiles.  A  considerable  number  of  ships  now  in  reserve, 
including  battleships,  will  be  disposed  of  or  scrapped. 

High  priority  will  continue  to  be  given  to  the  development  of  British 
weapons  suitable  for  delivery  by  manned  bombers  and  ballistic  rockets. 
Nuclear  warheads  are  also  being  evolved  for  defensive  guided  missiles. 
Close  co-operation  will  continue  with  the  United  States,  under  the  1953 
agreement,  for  research  on  guided  missiles  and  ballistic  rockets. 

In  order  to  concentrate  the  work  of  the  available  scientists  and 
technicians  on  the  most  essential  projects,  some  lines  of  development 
will  be  suspended.  In  line  with  strategic  decisions,  the  project  for  a  super¬ 
sonic  manned  bomber,  and  the  development  of  a  fighter  more  advanced 
than  the  supersonic  P-1,  will  not  be  pursued.  The  work  on  rockets  and 
missile  defense  will  take  their  place. 

Taking  all  these  factors  into  account,  it  will  be  possible  to  plan  for 
substantial  reductions  in  the  Armed  Forces  over  a  period  of  years. 

The  present  number  of  adult,  uniformed  males  in  the  Forces  is  690,000, 
which  includes  some  450,000  regulars  and  the  balance  of  National 
Service  draftees,  each  man  serving  for  two  years.  The  total  in  the  Forces 
is  due  to  fall  to  about  625,000  by  March  1958.  Allowing  for  the  basic 
changes  outlined  in  the  White  Paper,  the  Government  have  calculated 
that  they  should  aim  at  stabilizing  the  total  Armed  Forces  on  an  all¬ 
regular  basis  at  a  strength  of  about  375,000  by  the  end  of  1962.  On  this 
basis,  they  could  suspend  the  call-up  for  compulsory  National  Service 
after  the  end  of  1960. 


BENEFIT  TO  THE  ECONOMY 

In  the  postwar  period,  defense  has  been  a  grave  burden  on  Britain's 
economy.  Over  the  past  five  years,  it  has  absorbed  10  per  cent  of  the 
gross  national  product.  Some  7  per  cent  of  the  working  population  are 
either  in  the  services  or  supporting  them.  One-eighth  of  the  output  of 
the  metal-using  industries,  upon  which  Britain’s  export  trade  so  largely 
depends,  is  devoted  to  defense.  A  very  large  proportion  of  Britain’s 
scientists  and  engineers  have  been  engaged  on  military  work.  In  addition, 
the  retention  of  large  forces  abroad  has  given  rise  to  heavy  charges  which 
have  placed  a  severe  strain  upon  the  balance  of  payments. 

The  new  defense  plan  should  in  due  course,  bring  some  ease  and 
flexibility  to  the  economy.  It  is  not  expected  that  the  decline  in  defense 
expenditure  in  the  years  ahead  will  be  in  any  way  comparable  with  that 
in  the  manpower  strength  contemplated,  because  of  the  ever-increasing 
cost  of  modern  weapons,  but  it  will  undoubtedly  relieve  the  burden  to 
some  extent. 


Britain’s  New  Defense  Program 


55 


BRITAIN'S  BUDGET  AND  THE  NATION'S  ECONOMY 
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The  major  benefit,  however,  will  lie  in  the  release  of  skilled  men, 
including  scientists  and  technicians,  for  Britain’s  civilian  industries,  and 
in  the  release  of  resources.  By  relieving  the  strain  on  the  internal  economy, 
and  by  enabling  Britain  to  devote  a  greater  part  of  her  output  to  capital 
investment  and  exports,  it  should  help  to  maintain  her  financial  and  eco¬ 
nomic  strength;  and  this  in  turn  will  provide  the  necessary  strong  basis 
for  her  revised  defense  program. 

Details  of  the  program  are  given  in  an  article: 

“Britain’s  Defense  Forces”  in  British  Record  of  May  7th. 


Each  year,  before  the  Budget  in  April,  the  Government  issues 
a  White  Paper  entitled  “Economic  Survey ”*  and  other  docu¬ 
ments  with  figures  on  the  balance  of  payments,  national  income 
etc.  Some  of  the  points  brought  out  are  summarized  here. 


Britain’s  Economic  Position 

I.  Progress  and  Problems 

Since  Britain  lives  by  trade  —  importing  almost  all  her  raw  materials 
(except  coal)  and  half  her  food,  and  paying  for  these  imports  by  the 
export  of  her  own  manufactures  —  her  trade  figures  are  the  barometer 
of  her  economic  health.  By  this  criterion,  1956  was  a  successful  year  for 
Britain;  her  imports  were  held  stable,  and  her  export  earnings  rose  by 
some  10  per  cent.  There  was  thus  only  a  small  deficit  on  visible  trade, 
offset  by  substantial  earnings  on  “invisibles.”  Taking  both  together, 
Britain  showed  a  surplus  of  £233  million  in  her  current  balance  of 
payments  in  1956,  in  contrast  with  a  deficit  of  £79  million  in  1955. 

The  deficit  in  1 955  had  arisen  because  a  “boom”  in  the  British  economy, 
welcome  in  itself,  had  brought  unhealthy  consequences.  Imports  had 
risen  swiftly  to  feed  production;  but  so  strong  had  the  pull  of  home 
investment  and  consumption  been  that  not  enough  had  flowed  to  exports, 
with  the  resultant  deficit  in  the  balance  of  payments. 

The  Government  took  corrective  measures  in  1956,  continuing  the 
“credit  squeeze,”  raising  purchase  tax  on  many  items,  discouraging  capital 
expenditures  by  nationalized  bodies  and  Local  Authorities  (notably  on 
housing)  and  curbing  their  own  expenditures.  The  Economic  Survey 
shows  that  the  strains  on  the  economy  were  eased  during  the  year.  Con¬ 
sumption  at  home  was  held  stable;  the  rate  of  increase  in  investment 
slowed  down  and  was  concentrated  on  manufacturing;  and  exports 
increased. 

This  slackening  of  the  “boom”  meant  that  there  was  no  increase  over 
the  year  in  production  as  a  whole.  At  the  same  time,  there  were  consider¬ 
able  increases  in  wages  —  largely  negotiated  earlier;  and  this  meant  that 
labor  costs  per  unit  rose  during  the  year,  with  an  inevitable  effect  on 

*36  cents  from  B.I.S.  Sales  Section.  Other  White  Papers  published  in  April  are  U.K. 
Balance  of  Payments,  1946-56  (Cmnd  122)  41  cents;  and  Preliminary  Estimates  of 
National  Incomes  (Cmnd  123)  14  cents.  Add  5  cents  for  mailing. 
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prices.  This  rising  trend  in  wages  and  prices,  which  had  been  very  marked 
in  1955,  remained  a  source  of  anxiety  in  1956,  and  is  still  the  main 
problem  of  the  year  ahead. 

It  had  been  thought  that  a  closing  of  the  Suez  Canal  might  bring 
severe  dislocation  to  industry;  but  when  the  Canal  was  closed  at  the  end 
of  October  1956,  the  difficulties  —  chiefly  in  the  supply  of  oil  —  were 
overcome,  partly  through  increased  supplies  from  the  Western  Hemisphere 
and  partly  through  a  strict  rationing  scheme.  The  main  economic  effects 
of  the  Suez  Canal  closure  lay  in  losses  in  invisible  earnings,  higher  costs 
of  dollar  oil,  and  increased  freight  rates. 

In  looking  ahead  to  1957,  the  Economic  Survey  sees  favorable  condi¬ 
tions  in  world  trade,  and  a  chance  to  raise  industrial  productivity  at  home 
through  full  use  of  the  industrial  modernization  and  expansion  that  has 
been  proceeding  so  swiftly  in  recent  years.  But  the  task  is  great,  because 
Britain  must  earn,  regularly,  a  surplus  of  some  £350  million  a  year  in 
her  balance  of  payments  if  she  is  to  meet  the  payments  of  capital  and 
interest  on  overseas  debt,  increase  foreign  investment,  and  build  up  the 
gold  and  dollar  reserves.  A  surplus  of  this  size  calls  for  a  further  increase 
in  exports,  which  is  thus  Britain’s  major  aim  in  1957. 

II.  The  Home  Economy  In  1956 

In  real  terms  —  i.e.  after  allowing  for  changes  in  prices  —  total  na¬ 
tional  expenditure  rose  by  £340  million  (equal  to  1%)  in  1956.  Exports 
accounted  for  most  of  this  increase,  and  there  was  only  a  small  increase 
in  domestic  expenditure  as  a  whole.  The  increase  in  total  expenditure  was 
met  by  an  increase  of  £240  million  in  home  output  and  of  £  100  million 
in  imports  (at  1955  prices). 
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GUARANTEES  FOR  INCREASED  FOOD  SUPPLIES 

A  major  factor  in  Britain’s  improved  economic  position  is  her  increased  farm 
output,  along  lines  which  curb  imports  and  thus  lessen  the  strain  on  the  balance 
of  payments.  The  new  Agriculture  Bill  encourages  the  farmer  by  removing  price 
uncertainty,  and  uses  guarantees  to  promote  expansion  of  home-grown  feeding- 
stuffs  and  help  specific  plans  for  improved  farm  efficiency. 


£1,490  M 


FARM  SALES - , 

This  is  the 

balance  Fatstock 

sheet 


for  the 

Milk  and 

‘national  products 

farm’  in  — 

1 956-7  Farm  cr0Ps 


Eggs  and  poultry 


Fruit  and  Veg. 

Other  ' 
Prod,  grants 
Stock  appreciation 


----  EXPENSES 


t-4 


Feeding- 

stuffs 


Labour 


Machinery 


Other 


Fertilisers 
Rent,  interest 


NET 

INCOME 

£3l7m 


Price  supports 
and  grants 

are  about 
£245m.,  split 
like  this 


Other 


For  details,  see:  “Agricultural  Price  Support  in  Britain’’  in  “ British  Affairs”, 
March  1957,  pp.  22-29.  See  also  “ Bulletin  for  Industry,”  April  1957. 
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Investment:  The  increase  in  fixed  investment  in  1956  is  estimated  at  ,£80 
million  (at  1955  prices),  compared  with  £.160  million  in  1955.  Public 
investment  in  housing  continued  to  fall,  while  private  building  remained 
steady;  altogether,  300,000  new  houses  were  completed  during  the  year. 

Despite  some  falling  off  in  the  rate  of  expansion  in  1956,  a  notable 
increase  has  been  achieved  over  the  last  five  years  in  the  rate  of  fixed 
investment  at  home.  The  volume  of  investment  in  1956  was  nearly  one- 
third  above  that  in  1952,  an  increase  more  than  proportionate  to  the 
increase  in  national  output.  Britain  is  devoting  a  considerably  larger 
proportion  of  her  resources  to  investment  today  than  before  the  war, 
and  this  proportion  has  been  rising  steadily  in  recent  years.  Indeed,  over 
the  period  1951  to  1956,  fixed  investments  has  accounted  for  no  less  than 
one-third  of  the  increase  in  national  output.  Since  1954  the  greatest 
expansion  has  been  in  manufacturing  industry  and  in  the  distributive 
and  other  services.  (For  details,  see  Tables  on  page  63) 

Consumers’  Expenditure:  After  allowing  for  changes  in  prices,  consumers’ 
expenditure  rose  only  slightly  in  1956.  A  sharp  fall  in  purchases  of  cars 
and  durable  household  goods  offset  modest  increases  in  other  types  of 
expenditure,  including  increases  of  3  per  cent  in  expenditure  on  clothing 
and  footwear. 

Income  and  Savings:  Total  personal  incomes  rose  8  per  cent  between  1955 
and  1956.  Wages  and  salaries  went  up  by  9  per  cent;  rent,  dividends  and 
interest  by  6  per  cent;  the  incomes  of  self-employed  persons  by  less 
than  2  per  cent  (all  figures  before  tax).  After  tax  and  National  Insurance 
contributions  the  nation’s  personal  disposable  income  was  8  per  cent 
higher  than  in  1955,  an  increase  of  <£1,083  million. 

Consumers’  expenditure  rose  by  very  much  less  than  this  —  in  fact  by 
only  £600  million.  The  balance  of  personal  savings  therefore  rose  by 
nearly  £500  million,  bringing  the  total  of  personal  savings  up  to  10  per 
cent  of  disposable  personal  income,  a  proportion  considerably  higher  than 
in  any  year  since  the  war.  A  major  reason  for  the  containment  of  a  con¬ 
sumers’  expenditure  while  incomes  were  rising,  and  thus  for  the  increase 
in  saving,  appears  to  have  been  the  reduction  in  the  opportunities  open 
to  consumers  to  supplement  their  incomes  by  borrowing.  The  reduction  in 
lending  to  the  personal  sector  —  by  banks,  through  installment  buying, 
and  by  “building  societies”  —  would  together  probably  account  for  about 
one-third  of  the  increase  in  personal  saving,  (see  Table  V) 

Wages  and  Prices:  In  March  1956,  the  Government  published  a  White 
Paper  on  The  Economic  Implications  of  Full  Employment  (Cmd.  9725), 
to  create  a  wider  public  understanding  of  the  causes  of  the  continuing 
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inflation  of  costs  and  prices.  It  showed  that  of  the  50  per  cent  rise  in 
prices  between  1946  and  1955,  about  two-thirds  represented  higher  costs 
of  production  at  home  because  incomes  had  risen  faster  than  output.  The 
White  Paper  argued  that  future  stability  depended  on  the  exercise  of 
voluntary  restraint  in  making  wage  claims  and  in  fixing  profit  margins 
and  prices. 

The  publication  of  the  White  Paper  was  followed  by  meetings  between 
Government,  industry  and  labor  representatives;  and  the  representatives 
of  industry  —  both  private  and  nationalized  —  gave  a  number  of  under¬ 
takings  on  keeping  prices  stable.  At  the  conclusion  of  the  discussions, 
the  Government  issued  a  statement  calling  upon  all  concerned  for  a 
continuing  effort  to  keep  prices,  costs  and  wages  steady. 

During  1956  as  a  whole,  the  retail  price  index  rose  'hVi  per  cent 
compared  with  a  rise  of  5  Vi  per  cent  in  1955;  but  it  is  significant  that 
between  April  and  December,  the  index  rose  only  Vi  per  cent,  compared 
with  a  rise  of  nearly  5  per  cent  a  year  earlier. 

Manpower:  There  was  some  slackening  in  the  demand  for  labor  in  1956. 
The  number  of  women  in  civil  employment  fell  by  70,000.  The  main 
change  within  civil  employment  was  a  fall  of  125,000  in  the  manufac¬ 
turing  industries.  This  resulted  from  a  decline  in  employment  in  industries 
producing  consumer  goods,  particularly  motor  vehicles  and  accessories, 
wireless  apparatus,  cotton,  rubber,  furniture  and  china. 

There  were,  however,  small  offsetting  increases  in  employment  in 
some  important  capital  goods  and  export  industries,  particularly  chemi¬ 
cals,  iron  and  steel  manufacture,  shipbuilding,  engineering,  electrical 
machinery  and  aircraft  manufacture.  Outside  manufacturing,  transport 
and  the  coal,  distribution  and  building  industries  all  increased  their  labor 
force. 

The  easing  in  the  demand  for  labor  was  general  throughout  industry, 
but  was  largely  confined  to  semi-skilled  and  unskilled  workers.  The 
average  level  of  unemployment  during  the  year  was  257,000,  25,000 
more  than  in  1955,  but  still  lower  than  in  any  other  postwar  year  except 
1951. 

III.  Overseas  Trade  and  Payments 
Exports:  Although  exports  expanded  in  1956  and  took  an  increasing 
share  of  industrial  production,  they  did  not  fully  keep  pace  with  the  rapid 
growth  of  world  demand,  and  there  was  a  further  slight  fall  in  the  U.K.’s 
share  of  world  trade  in  manufactures.  Nevertheless,  the  underlying  trend 
of  U.K.  exports  improved  in  1956.  Most  of  the  increase  was  in  capital 
goods  and  in  non-ferrous  metals.  Exports  to  North  America  rose  by  as 
much  as  23  per  cent;  to  non-sterling  markets  as  a  whole  by  17  per  cent. 
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“A  TURNING  POINT  IN  OUR  ECONOMIC  AFFAIRS” 

In  a  statement  on  May  3rd,  1957  to  the  National  Production 
Advisory  Council  on  Industry,  the  Chancellor  of  the  Exchequer, 
Mr.  Peter  Thorneycroft,  said: 

“I  think  perhaps  we  are  today  at  a  turning-point  in  our  economic 
affairs  in  one  important  respect.  Production  has  been  about  steady 
for,  two  years  . . .  Now  it  may  be  about  to  rise;  and  if  certain  con¬ 
ditions  are  fulfilled,  it  can  rise  without  risk  and  with  benefit  to  the 
nation.” 

Mr.  Thorneycroft  explained  that  economic  expansion  had  been 
deliberately  held  back  during  the  past  year  or  so  for  three  main 
reasons:  ( 1 )  Rising  production  had  been  reflected  in  rising  imports, 
and  expansion  at  home  had  been  ill-balanced;  (2)  Productive  capac¬ 
ity  was  overloaded;  (3)  There  had  been  a  shortage  of  coal  and  steel, 
which  had  to  be  imported. 

The  position  was  now  different:  (1 )  More  production  was  going 
to  export,  and  there  was  a  surplus  in  the  balance  of  payments; 
(2)  There  had  been  an  increase  in  industrial  capacity;  (3)  Higher 
coal  and  steel  production  had  kept  imports  down. 

There  were,  however,  essential  conditions  for  a  safe  growth  in 
production.  One  concerned  exports,  and  one  productivity. 

Exports:  In  1954,  28  per  cent  of  the  output  of  manufacturing  in¬ 
dustry  (excluding  food,  drink  and  tobacco)  was  exported.  By  1956 
this  had  been  pushed  up  to  30  per  cent.  “We  want  that  30  per  cent, 
and  better,  in  1957  ...  If  that  proportion  falls,  it  is  a  danger  signal. 
We  need  to  keep  it  high  and  rising.” 

Productivity:  It  is  easier  to  raise  output  per  man-hour  when  total 
output  is  rising.  The  opportunity  must  be  seized.  “In  many  parts  of 
industry,  it  should  be  possible  to  ensure  that  higher  wage-rates  are 
offset  by  higher  productivity.  In  some  it  may  be  practicable  to  do 
better  and  bring  prices  down  .  . .  The  future  stability  of  prices  and 
everything  at  home  and  abroad  that  goes  with  it,  depend  on  our 
success.” 


Imports:  The  levelling  off  of  industrial  production  and  of  consumers’ 
expenditure  in  1956  was  reflected  in  a  stable  level  of  imports. 

Balance  of  Payments:  With  exports  up  over  10  per  cent  and  imports  only 
1  per  cent,  the  deficit  on  trade  fell  from  £.359  million  in  1955  to  £59 
million  in  1956.  (see  Table  /,  page  62.) 

The  surplus  on  “invisibles”  was  £269  million,  £33  million  more 
than  in  1955.  In  the  first  half-year  the  net  credit  from  oil  was  higher 
than  in  either  half  of  1955;  there  was  some  fall  in  the  second  half  owing 
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to  the  interruptions  of  Middle  East  supplies,  but  over  1956  as  a  whole 
net  receipts  were  slightly  higher  than  in  the  previous  year. 

In  1956  Britain  had  a  surplus  on  current  account  (including  defense 
aid)  of  <£233  million  (£154  million  in  the  first  half,  £79  million  in 
the  second).  This  compares  with  a  deficit  of  £79  million  in  1955. 
Long-Term  Investment  Abroad:  The  Economic  Survey  and  the  Balance 
of  Payments  White  Paper  draw  attention  to  the  fact  that  Britain’s  balance 
of  payments  position  should  really  take  into  account  both  the  ordinary 
balance  of  payments  on  current  account,  and  the  long-term  movements 
of  capital.  These  capital  movements  include  both  lending  and  loan 
repayments  by  the  Government  (chiefly  the  latter),  and  net  long-term 
private  investment  abroad. 

In  the  three  years  1954  to  1956,  U.K.  Government  lending  and  repay¬ 
ments  amounted  to  £124  million  ($347  million),  while  net  long-term 
investment  overseas  amounted  to  £450  million  ($1,260  million).  Taking 


I.  U.K.  Balance  of  Payments  on  Current  Account 


Imports  (f.o.b.)  . 

Exports  &  Re-exports  (f.o.b.)  . 

1954 

3,006 

2,820 

£  million 

1955 

3,429 

3,070 

1956 

3,462 

3,403 

Visible  Balance  . 

—  186 

—359 

—59 

Government  (net)  . 

.—174 

—181 

—193 

Other  Invisibles  (net)  . 

+  538 

+417 

+462 

Current  Balance  . 

+  178 

—123 

+210 

Defense  Aid  (net)  . 

.  +50 

+44 

+23 

Balance,  incl.  Defense  Aid  . 

.+228 

—79 

+233 

II.  U.K.  Balance  of  Payments 

X 

Balance  on  Current  Account  (see  Table  I)  . 

1954 
.  +228 

<£  million 
1955 
—79 

1956 

+233 

Capital  Items:  (Outflow,  — ): 

Lending  and  loan  repayments  by  Govt . 

.  —20 

—53 

—51 

Net  long-term  private  investment  . 

.  —200 

—110 

—140 

Overall  “commercial”  balance  . 

.  +8 

—242 

+42 

Changes  in  “Monetary”  Position  (Some  Items): 
Changes  in  U.K.  sterling  liabilities 

(increase,  +;  fall,  — )  . 

XX 

..  +175 

—134 

+49 

Repayments  to  ( — )  or  borrowing  from  (  +  ) 
International  Monetary  Fund  . 

.  —40 

+  201 

Changes  in  Gold  and  Dollar  Reserves  (£.  m)  .. 

.  +87 

—229 

+  5 

Same  expressed  in  dollars,  millions  . 

.  +244 

—642 

+  12 

X  Based  on  table  on  page  7  of  “U.K.  Balance  of  Payments  1946  to  1956:  No.  2”  (Cmnd. 
122).  1956  figures  are  provisional  throughout, 
xx  Other  items  and  “balancing  item”  set  out  in  the  source. 
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III.  Gross  Fixed  Investment  in  the  U.K. 

<£  million  at  1948  prices 


1952 

1953 

1954 

1955 

1956 

Vehicles,  ships  &  aircraft  . 

..  212 

242 

261 

293 

322 

Plant  and  machinery  . 

..  624 

632 

700 

767 

772 

Dwellings  . 

..  377 

493 

519 

480 

462 

Other  new  buildings  and  works 

..  460 

484 

527 

592 

643 

Total  . 

..1,673 

1,851 

2,007 

2,132 

2,199 

Gross  Fixed  Investment  as  a 

percentage  of  Gross 

National  Product  x  . 

..  14 

15 

15 

16 

16 

x  The  figure  for  1938  was  12  per  cent. 


IV.  National  Expenditure:  Items  Generating 


Gross  National  Product  x 

£  million 

1955  1956 

Consumers’  expenditure  .  12,772  13,378 

Public  authorities  current  expenditure  .  3,211  3,513 

Gross  fixed  investment  and  increase  in  stocks  and  works  in  progress..  3,155  3,288 

Exports  (+)  less  Imports  ( — )  .  — 215  +98 

less  Taxes  on  expenditure  (net  of  subsidies)  .  2,280  2,453 


Gross  domestic  product  at  factor  cost .  16,643  17,824 

Net  income  from  abroad  .  160  178 


Gross  National  Product  .  16,803  18,002 


x  For  details  see  Table  1,  page  7  of  “Economic  Survey”. 


V.  Consumers’  Expenditure  and  Saving  x 


Total  Disposable  Income  (personal  income  less 

taxes  on  income)  . 

of  which: 

Consumers’  expenditures  . 

Saving  . 


1954 

1955 

1956 

12,706 

13,776 

14,859 

11,963 

12,772 

13,378 

743 

1,004 

1,481 

x  For  details,  see  Table  4,  page  1 1  of  “Economic  Survey”. 


VI.  Taxes,  Defense,  and  the  Gross  National  Product  x 


1955 

1956 

Central  Government  Taxes . . 

Local  Government  “Rates” . 

.  4,630 

.  478 

4,769 

551 

Total  Taxes . 

Taxes  as  percentage  of  G.N.P . 

.  5,108 

.  30.4% 

5,320 

29.6% 

Military  Defense  (Calendar  years)  . 

Military  Defense  as  percentage  of  G.N.P . 

.  1,523 

.  9% 

1,634 

9% 

x  See  Tables  14  and  16  of  “Economic  Survey”. 
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WHY  DOES  BRITAIN  NEED  A  LARGE  SURPLUS  IN  HER 
BALANCE  OF  PAYMENTS? 

“Some  people  may  want  to  know  why,  with  a  current  surplus  in 
our  overseas  trading  last  year  of  about  <£230  million,  we  still  lay 
so  much  emphasis  on  the  need  for  more  exports. 

“Britain  has  not  just  one  role  in  international  trade  and  payments, 
but  three.  She  is  not  only  a  trader,  but  also  a  large-scale  investor, 
and  a  world  banker.  In  these  three  capacities  together  she  needs  not 
only  a  surplus,  but  a  big  one. 

“Last  year,  as  a  trader,  we  had  a  current  account  surplus  of  £230 
million.  If  we  were  simply  a  trading  nation,  with  no  obligations  as 
investor  or  banker,  it  would  be  perfectly  satisfactory. 

“But  against  this  current  surplus  of  £230  million,  we  had  an 
outflow  of  long-term  capital  of  some  £  190  million.  Part  of  this  — 
£26  million  —  was  the  yearly  instalment  on  the  U.S.  and  Canadian 
loans;  but  the  bulk  of  it  was  commercial  investment  abroad.  We 
lend  capital  to  other  countries  on  a  considerable  scale.  One  of  the 
tacit  understandings  on  which  the  Sterling  Area  rests  is  that  we 
should  provide  capital  to  help  in  the  growth  of  other  member-nations. 
It  is  part  of  our  economic  contribution  to  countries  less  developed 
than  ourselves.  In  1956  this  lending  of  £190  million  took  nearly 
the  whole  of  the  current  surplus  of  £230  million.  This  left  only 
£  40  million  —  not  nearly  enough  for  our  needs  as  a  banker. 

“For  in  1956,  the  nations  who  bank  with  us,  so  to  speak,  drew 
out  substantially  more  than  they  paid  in.  Total  withdrawals  were 
about  £200  million.  Our  gold  and  dollar  holdings,  which  need  to 
rise,  would  have  fallen  considerably  if  we  had  not  borrowed  from 
the  International  Monetary  Fund.  As  a  banker  to  the  world  we  must 
always  be  ready  to  meet,  to  accommodate,  short-term  movements  of 
capital;  and  we  must  have  the  reserves  to  do  it. 

“In  short,  a  current  surplus  of  £230  million  was  not  enough. 
We  need  a  current  surplus  of  £300  to  £350  million  a  year.” 

The  Rt.  Hon.  Peter  Thorneycroft,  M.P. 
May  3rd,  1957.  Chancellor  of  the  Exchequer. 
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the  two  items  together,  the  movement  of  long-term  capital  overseas 
therefore  amounted  to  £574  million  ($1,607  million)  in  three  years, 
an  average  of  £191  million  ($536  million)  a  year. 

This  was  exactly  the  figure  for  1956.  Since  it  was  more  than  covered 
by  the  surplus  of  £233  million  on  the  “current”  balance  of  payments, 
there  was  a  healthy  surplus  in  what  may  be  called  the  “overall  commercial” 
position.  In  1956,  this  “overall  commercial”  surplus  amounted  to  £42 
million.  In  1955,  there  had  been  a  corresponding  deficit  of  £242  million. 

NEED  TO  RE-INFORCE  THE  RESERVES 

During  the  first  half  of  1956,  there  was  a  surplus  of  £90  million  in 
the  “overall  commercial”  account,  and  the  reserves  rose  by  £  95  million 
($265  million),  despite  some  reduction  in  the  sterling  holdings  of  overseas 
countries.  During  the  second  half  of  the  year  the  balance  on  “commercial” 
account  showed  a  deficit  of  £48  million,  largely  owing  to  an  increase  in 
long-term  capital  movements;  and  there  was  a  temporary  break  in  con¬ 
fidence  arising  from  the  crisis  in  the  Middle  East.  To  the  deficit  on 
“commercial”  account  was  added  a  considerable  outflow  of  miscellaneous 
capital,  and  big  reduction  in  the  sterling  holdings  of  non-sterling  countries. 
There  were  large  losses  of  gold  and  dollars,  and  steps  had  to  be  taken  to 
reinforce  the  reserves. 

In  December,  some  £200  million  was  drawn  in  dollars  ($561  million) 
from  the  U.K.’s  quota  in  the  International  Monetary  Fund,  and  it  was 
arranged  that  the  U.K.  should  have  a  further  stand-by  credit  of  $739 
million  from  the  Fund  and  a  $500  million  credit  from  the  Export-Import 
Bank.  These  credits  of  $1,239  million  can  be  drawn  on  at  any  time. 

At  the  same  time,  Britain  placed  the  1956  interest  payments  of  $104 
million  on  the  U.S.  and  Canadian  1946  loans  into  special  accounts  while 
applying  for  waivers  under  the  original  Agreement.  In  the  end,  Amend¬ 
ments  to  the  original  Agreements  with  the  U.S.  A.  and  Canada  were  drawn 
up  under  which  the  1956  interest  has  been  returned  to  the  U.K.  to  become 
liable  for  payment  only  on  the  completion  of  all  the  other  payments  of 
capital  and  interest.  Britain  will  be  entitled,  under  the  new  Amendments, 
to  delay  a  total  of  seven  ordinary  payments  of  capital  and  interest  ( as  well 
as  the  1956  interest  payments)  until  the  end  of  normal  payments  in  the 
year  2,000.  She  will  pay  extra  interest  on  the  delayed  payments. 

With  the  addition  of  the  $561  million  borrowed  from  the  I.M.F.,  the 
reserves  showed  an  increase  of  $13  million  over  the  year.  There  is,  of 
course,  the  additional  liability  for  repayment.  But  on  the  other  hand, 
sterling  liabilities  to  non-sterling  countries  have  been  greatly  reduced,  and 
large  second-line  reserves  have  been  mobilized. 
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Nuclear  Power 


by 

Sir  John  Cockroft 

Director  of  Research,  U.K.  Atomic  Energy  Authority 

The  revision  of  the  nuclear  power  program  has  been  made  possible 
partly  by  the  output  of  the  power  stations  being  much  larger  than  was 
originally  anticipated.  In  place  of  the  100-200  megawatt  stations  of  the 
1955  White  Paper,  the  first  three  stations  of  the  Electricity  Authorities 
are  to  have  outputs  ranging  from  275-300  megawatts. 

This  increase  results  from  a  series  of  straightforward  engineering  devel¬ 
opments.  The  Calder  Hall  nuclear  reactors  are  each  contained  in  a  pres¬ 
sure  drum  welded  from  2  inch  plates.  The  experience  gained  in  this 
welding  operation  made  it  possible  for  the  industry  to  decide  that  three 
inch  plates  could  be  used  for  future  models.  This  allows  an  increase  in 
the  pressure  of  the  coolant  gas  of  almost  50  per  cent.  The  shape  of  the 
fuel  elements  has  also  been  changed  to  improve  the  heat  transfer  so  that 
by  these  changes  about  twice  as  much  heat  can  be  extracted  from  each 
ton  of  uranium. 

It  has  also  been  possible  to  increase  the  core  diameter  appreciably. 
The  Calder  Hall  reactor  was  housed  in  a  cylinder  of  37  feet  diameter. 
Two  of  the  new  designs  house  the  reactors  in  giant  spheres  about  70  feet 
in  diameter,  so  that  the  diameter  of  the  reactor  core  is  greatly  increased. 
This  increase  in  size  has  a  two-fold  effect.  First  of  all  the  amount  of 
uranium  metal  in  the  two  reactors  is  increased  from  260  tons  to  about 
500  tons;  second  by  the  region  in  which  the  heat  output  is  at  its  maximum 
is  increased. 

Finally  the  steam  temperature  and  pressure  have  been  raised  appre¬ 
ciably  over  that  obtained  in  Calder  Hall,  since  the  reactors  have  been 
designed  for  maximum  power  rather  than  maximum  plutonium  pro¬ 
duction. 

The  result  of  multiplying  all  these  factors  is  that  the  net  electrical  output 
of  70  megawatts  from  Calder  Hall  has  been  raised  to  275-300  megawatts 
for  the  stations  being  built  for  the  Electricity  Authorities. 

*  Reprinted  from  Atom,  April  1957,  pp.  3-4.  Atom  is  the  Monthly  Information  Bulletin  of 
the  U.K.  Atomic  Energy  Authority.  It  may  be  read  at  B.I.S.  information  offices.  Requests 
for  copies  should  be  addressed  to  U.K.A.E.A.,  St.  Giles  Court,  London,  W.C.  2,  England. 
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THE  NEW  NUCLEAR  POWER  PROGRAM 

Under  the  revised  program  of  nuclear  power  generation  an¬ 
nounced  by  the  Government  on  March  5th,  1957,  a  total 
nuclear  capacity  of  from  5  to  6  million  kilowatts  is  to  be  in¬ 
stalled  by  1965.  It  is  envisaged  that  this  will  be  provided  by 
19  nuclear  power  plants  ( not  necessarily  occupying  19  separate 
sites);  in  addition,  a  150,000  kilowatt  nuclear  plant  is  to  be 
built  in  N.  Ireland  and  will  come  into  operation  in  1 963  or  1 964. 
The  new  program  is  a  three-  or  four-fold  expansion  of  the 
original  plan  announced  in  the  White  Paper  of  1955.  It  was 
then  proposed  that  12  plants,  with  a  total  capacity  of  IV2  to 
2  million  kilowatts  would  come  into  operation  by  1965.  How 
this  expansion  became  possible  is  described  in  this  article. 


I  have  spoken  so  far  of  the  first  three  stations.  What  are  the  prospects 
for  their  successors?  We  think  that  the  process  of  straightforward  engin¬ 
eering  improvements  will  continue,  leading  to  greater  output  from  roughly 
the  same  size  of  reactor  and  therefore  leading  to  reduction  of  capital  costs 
per  kilowatt  of  the  order  of  20  per  cent  or  so  in  the  second  generation. 
As  an  example  of  possible  improvement,  the  size  of  core,  the  thickness 
of  plates  and  the  pressure  of  the  gas  might  be  increased  still  more. 

Beyond  this,  perhaps  in  the  third  group  of  nuclear  power  stations,  it 
may  be  possible  to  introduce  more  radical  changes  in  design.  Thus  we 
would  all  like  to  increase  the  temperature  of  the  fuel  elements  by  about 
200°C  —  i.e.  from  400°C  to  600°C.  This  requires  two  major  develop¬ 
ments  of  technology  —  first  we  have  to  change  our  fuel  elements  sheaths 
from  a  magnesium  alloy  to  beryllium  metal  or  a  beryllium  alloy  or  some 
other  alloy.  Harwell  has  been  working  on  this  for  two  years  and  the  results 
are  promising,  but  now  require  extensive  tests  and  development  by  the 
applied  research  department  of  our  Industrial  Group.  It  is  also  necessary 
to  be  sure  that  the  carbon  diozidegraphite  reaction  does  not  produce 
difficulties  at  the  higher  temperatures,  so  this  requires  further  lengthy 
tests  in  loops  in  BEPO  and  DIDO. 

Finally  there  is  the  problem  of  producing  a  uranium  fuel  which  will 
withstand  the  higher  temperature.  Uranium  metal  swells  at  600°C  due 
to  accumulation  of  the  fission  gases  Kr  and  Xe.  So  to  reach  600°C  we  may 
have  to  change  to  ceramic  fuels.  Harwell  has  worked  on  this  for  two 
years  —  as  a  preliminary  to  technological  development. 

If  we  can  achieve  this  temperature  of  600°C,  Mr.  R.  V.  Moore  sug¬ 
gested  at  a  recent  Calder  Hall  symposium  that  we  might  be  able  to  generate 
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ECONOMICS  OF  THE  NUCLEAR  POWER  PROGRAM 

In  the  course  of  a  major  speech  in  the  House  of  Commons  on  April 
30th  on  Britain’s  energy  resources,  Mr.  Reginald  Maulding,  Pay¬ 
master-General,  analyzed  cost  factors  in  Britain’s  new  nuclear  power 
program.  (Mr.  Maudling,  a  former  Minister  of  Supply,  is  responsible 
to  the  House  of  Commons  on  these  questions,  since  the  Minister 
of  Power,  Lord  Mills,  sits  in  the  House  of  Lords). 

The  program,  said  Mr.  Maudling,  would  be  a  very  heavy  burden 
on  Britain’s  capital  investment  industries.  The  cost  was  £.919 
million  ($2.5  billion),  of  which  £740  million  ($2  billion)  was  the 
cost  of  the  nuclear  plants  and  about  £170  million  ($500  million) 
the  cost  of  the  first  initial  nuclear  charge.  In  a  nuclear  power  plant, 
the  primary  fuel,  uranium,  had  to  be  treated  as  a  capital  charge 
because  it  was  processed  while  the  building  of  the  station  was  going 
on,  and  once  fed  into  the  furnace  might  remain  in  use  from  three  to 
five  years. 

Without  these  nuclear  plants,  the  annual  investment  program  of 
the  electricity  industry  in  the  early  1960s  might  have  been  about 
£270  million,  whereas  it  would  now  be  about  £400  million  a  year. 
The  economic  justification  lay  in  the  fact  that  it  would  relieve  the 
strain  on  the  balance  of  payments  by  lessening  the  amount  of  oil 
that  Britain  must  import  for  her  rapidly  growing  needs. 

The  cost  per  unit  of  electricity  sent  out  in  1965  from  nuclear 
power  plants  would  be  just  over  0.6d.,  which  was  very  close  to  all 
but  the  most  modern  coal-fired  stations.  The  capital  costs  were  all 
important,  because  65%  of  the  total  cost  of  nuclear  power  was  for 
capital  charges,  against  25%  in  conventional  plants. 

At  present  the  capital  cost  per  kilowatt  installed  in  a  nuclear 
plant  was  about  £150,  against  £50  in  a  conventional  station.  But 
technological  developments  now  made  it  possible  to  get  much  greater 
power  from  a  given  size  of  station  than  had  originally  been  supposed. 
This  was  why  Britain  decided  to  treble  the  program;  and  it  was 
reasonable  to  look  forward  to  further  increased  efficiency,  and  there¬ 
fore  to  further  reductions  in  the  capital  cost  per  unit.* 

♦Mr.  Maudling  referred  to  a  lecture  given  in  Stockholm  by  Sir  Christopher 
Hinton  on  March  15th,  1957  on  “Reactor  Design  and  Power  Costs  in  the 
Future,”  reprinted  in  full  in  Atom  for  April  1957.  Sir  Christopher  shows  that 
the  net  cost  per  unit  at  nuclear  power  plants  may  fall  from  0.66d.  in  1960, 
to  0.47d.  by  1970,  0.38d.  by  1980  and  0.32d.  by  1990. 
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Chart  from  Financial  Times 
illustrating  estimated  costs 
given  by  Sir  Christopher  Hin¬ 
ton  (see  footnote  on  page  68). 


400  megawatts  of  electricity  from  a  single  reactor,  so  a  “two  reactor 
station”  would  give  us  800  megawatts.  So  we  can  already  foresee  the 
1000  MW  station. 

Other  technical  possibilities  are  open  to  us  to  explore.  Instead  of  using 
round  solid  fuel  rods  of  the'  Calder  or  improved  Calder  type,  we  can  go 
to  fuel  rods  using  a  series  of  flat  plates  thus  increasing  the  surface  area 
and  providing  for  still  more  heat  dissipation.  It  may  also  be  possible  to 
space  the  fuel  rods  more  closely  thus  increasing  still  more  the  heat  extrac¬ 
tion.  But  this  would  require  the  use  of  slightly  enriched,  in  place  of 
natural  fuel. 

Some  of  these  improvements  may  require  the  use  of  slight  enrichment, 
i.e.  increasing  the  U.235  content  of  the  fuel;  and  we  are  now  carrying  out 
reactor  physics  work  to  find  how  much. 

We  can  see  then  that  the  original  12  stations  at  the  design  output  of 
the  first  electricity  authority  station  would  give  the  country  a  total  output 
of  approximately  3,500  megawatts  by  1965.  The  Government’s  new 
plan  provides  for  raising  the  total  to  5,000-6,000  megawatts  by  1965. 
The  Minister’s  statement  emphasises  that  the  actual  amount  of  nuclear 
capacity  to  be  installed  by  1965  would  depend  on  technical  experience 
and  development. 

We  might,  however,  take  note  of  the  possibility  of  still  higher  output 
by  the  later  stations  if  the  further  improvements  I  have  mentioned  should 
materialize  as  a  result  of  intensive  technological  research  and  development. 

The  expanded  program  will  require  an  increase  in  our  facilities 
for  producing  uranium  metal,  fuel  elements  and  for  chemically  processing 
the  spent  fuel.  Research,  development,  and  design  for  these  expanded 
facilities  has  been  proceeding  for  some  years  and  the  expanded  facilities 
will  enable  us  to  fabricate  fuel  elements  and  do  the  recycling  of  the 
uranium  in  a  more  economical  way.  As  already  announced  the  new  facili¬ 
ties  will  be  built  at  Springfields  and,  later,  Windscale. 
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One  by  one,  as  fast  as  conditions  permit,  Britain’s  colonies  are 
being  given  complete  independence.  The  Gold  Coast  became 
a  free  country — Ghana — on  March  6th  1957.  Malaya  now 
follows — the  same  progress  in  an  utterly  different  setting. 


Independence  for  Malaya 

On  August  31st  1957,  yet  another  of  Britain’s  dependencies  is  due 
to  achieve  independence  and  take  its  place  as  a  full  and  free  member  of 
the  Commonwealth.  The  Federation  of  Malaya  will  then  become  the 
fourth  Asian  member  of  the  ten  independent  member-countries  of  the 
Commonwealth. 

Malaya  occupies  the  southern  half  of  the  Kra  Peninsula  in  South- 
East  Asia,  bounded  to  the  north  by  Thailand  and  separated  by  the 
Straits  of  Malacca  on  the  south-west  from  the  Indonesian  island  of 
Sumatra.*  It  lies  wholly  within  the  tropics,  with  an  abundant  rainfall 
and  uniform  temperatures. 

The  country  is  slightly  larger  in  area  than  New  York  State,  and  its 
population  of  over  six  million  comprises  49%  Malay, f  about  37%  % 
Chinese,  and  12%  Indian  and  Pakistani  —  a  multi-racial  structure 
which  has  presented  many  problems. 

HISTORY  OF  EARLY  SETTLEMENT 

The  greater  part  of  the  country  is  covered  by  dense  forest,  and  north- 
south  mountain  ranges  add  to  the  difficulties  of  communications.  Con¬ 
sequently  it  is  mainly  in  the  western  coastal  plain,  in  a  cleared  area  in 
the  north  and  along  the  river  valleys  that  development  has  taken  place, 
leading  to  the  highest  standard  of  living  in  South  East  Asia. 

The  peninsula’s  position  between  the  sub-continent  of  India  and 
China,  the  southernmost  part  of  the  Asian  mainland,  produced  a  colorful 
history  for  centuries  before  the  arrival  of  Europeans.  Indians  from  the 
west,  Chinese  from  the  east  and  Thais  from  the  north  all  at  one  time 

*The  Island  of  Singapore  off  the  southern  tip  of  the  Peninsula  is  not  part  of  the  Federa¬ 
tion,  although  the  possibility  of  its  joining  at  some  future  date  is  not  excluded.  A  recent 
agreement  with  Britain  provides  for  full  internal  self-government  for  this  island  colony 
and  British  base. 

t Malay  is  used  to  describe  the  indigenous  inhabitants  of  Malaya;  Malayan  describes  the 
inhabitants  irrespective  of  race. 


71 


72 


British  Affairs 


('  AFGHANISTAN  j 


KASHMIR 


76  million  r 


Pop.  372  million 


PAKISTAN 


PAKISTAN 


B0J 


PERSIA 


TIBET 


-17a 


ARABIAN 

SEA 


CEYLON 


Pop. 8  million 


-io 


INDIAN  OCEA 


MAIN  EXPORTS  OF  THE  AREA 

m  Almost  all  the  world’s  JUTE 

Almost  all  the  world’s  RUBBER 


More  than  three-quarters  of 

the  world’s  TEA 

Over  half  of  the  world’s  TIN 


70 

L 


80 


90 

i 


Independence  for  Malaya 


73 


100° 


T- 

110° 


THE  COUNTRIES  « 

OF  SOUTH  AND  SOUTH-EAST  ASIA 


> 


<?.— 

\ 


IMA 


million 

t 

< 

v 


0  100  200 

l  1  ■  1  . 


MILES 

400 


600 

—  1— 


III  i  1  i - I"1 

0  100  200  400  600  800  1.000  1.200, 


Member  Countries  of  the  Consultative  Committee  are  named  in  white 
Commonwealth  Countries  are  shown  thus 
International  Boundaries - 


i 


!  FORMOSA 


KILOMETRES 


C-\ 
\l_>  ■* 


•HONG  KONG 


PHILIPPINE 

REPUBLIC 


L-.  Pop.  IE  ^ 
•  million 

UA 


Pop.  21  million 


THAILAND 


Pop.  20 1 


CAMBODIA 


SOUTH  C 


S  £  A 


H  I  N  A  » 

.'i 


~  i> 


NORTH 

BORNEO 


U  eP 


BRUNEI 


FEDERATION  OF 

MALAYA  m  SARAWAK 


million  Q 


20- 


17- 


< 

UJ 

O 

o 


ioc- 


O 


u. 


Cj 


T 


a 


100 

i 


Pop. 78  million 


j, 

120th  °  S 


10°- 


74 


British  Affairs 


held  sway  over  parts  of  the  country,  and  from  the  fourteenth  century 
onwards  the  people  were  converted  to  Islam. 

The  Portuguese  were  the  first  Europeans  to  establish  themselves  in 
the  area.  They  came  at  the  beginning  of  the  sixteenth  century,  followed 
by  the  Dutch  and,  late  in  the  seventeenth  century,  by  the  British  East 
India  Company,  who  were  ceded  the  island  of  Penang  in  the  north  and 
a  strip  of  the  mainland  adjacent.  Singapore  was  ceded  to  Britain  early 
in  the  nineteenth  century  and  Malacca  (by  the  Dutch)  a  few  years  later. 

In  the  next  hundred  years  the  various  State  rulers  entered  into  treaties 
with  Britain,  receiving  British  protection  and  assigning  their  external 
relations  to  her.  Each  ruler  in  addition  accepted  a  British  Resident, 
whose  advice  he  took  ©n  most  domestic  matters. 

STEPS  TOWARDS  INDEPENDENCE 

During  the  Second  World  War,  when  the  country  was  occupied  for 
nearly  four  years  by  the  Japanese,  much  thought  was  given  to  the  future; 
and  in  1946  the  British  Government  issued  a  Statement  of  Policy.  This 
met  with  some  objections,  which  in  turn  led  to  consideration  of  other 
proposals.  Finally,  after  full  discussions  with  the  various  races,  the 
Federation  of  Malaya  Agreement  was  signed  early  in  1948.  Under  this, 
each  State  and  Settlement  retained  its  own  individuality,  but  all  were 
united  under  a  strong  central  Government. 

The  Federation  now  comprises  the  nine  States  of  Perlis,  Kedah,  Perak, 
Kelantan,  Trengganu,  Pahang,  Selangor,  Negri  Sembilan  (itself  a  con¬ 
federation  of  nine  states)  and  Johore,  and  the  two  Settlements  of  Penang 
and  Malacca.  The  Federal  Government  legislates  on  such  matters  as 
defense,  justice,  finance,  trade  and  industry,  and  shares  responsibility 
with  State  Governments  for  education,  health  and  agriculture. 

From  an  initial  Fegislature  devoid  of  elected  members,  and  an  Execu¬ 
tive  composed  largely  of  British  officials,  there  has  been  a  rapid  transi¬ 
tion  to  the  present  situation,  where  a  majority  in  both  are  elected  mem¬ 
bers.  At  the  first  federal  elections  held  in  July  1955,  the  “Alliance”  won 
51  out  of  52  seats.  The  Alliance  joins  together  the  United  Malay 
National  Organization  (U.M.N.O.),  the  Malayan  Chinese  Association 
(M.C.A.)  and  the  Malayan  Indian  Congress  (M.I.C.),  an  encouraging 
sign  of  racial  co-operation.  It  is  led  by  the  head  of  U.M.N.O.,  Tunku 
Abdul  Rahman,  who  is  also  the  present  Chief  Minister. 

COMMUNIST  TERRORISM  FOUGHT 

At  a  conference  held  in  Fondon  in  January  1956,  the  final  steps 
towards  Malaya’s  independence  were  agreed.  One  of  the  major  changes 
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ILLUSTRATED  BOOKLETS  ON  COLONIAL  POLICY 

“MALAYA  —  THE  NEW  PHASE”  —  38  pages,  with  many  photo¬ 
graphs  and  maps. 

“LONDON’S  ROLE”  —  50  pages,  fully  illustrated,  describes  many 
of  the  activities  through  which  Britain  helps  the  Colonies 
towards  self-government  and  economic  progress. 

“LANDMARKS  IN  DEMOCRACY”  —  28  pages.  Quotations  from 
the  documents  originating  in  Britain  which  have  been  the 
foundations  for  democratic  progress  in  many  countries 
of  the  world. 

Free  on  request  from  B.I.S. 


was  the  decision  to  give  the  responsibility  for  internal  defence  and 
security  to  a  Malayan  Minister.  For  the  past  nine  years  this  has  been  an 
onerous  duty  because  of  Communist  terrorist  activity,  which  at  one  time 
disrupted  large  areas  of  the  country. 

The  Malayan  Communist  Party  (M.C.P.)  opposed  the  war  with  Nazi 
Germany  until  the  attack  on  the  Soviet  Union,  and  then  later  joined  in 
the  struggle  against  Japan.  At  the  end  of  the  war  the  M.C.P.  hoped  to 
take  advantage  of  the  expected  chaos  and  seize  power;  but  the  war’s 
sudden  ending,  together  with  prompt  British  action,  thwarted  this 
design. 

The  M.C.P.  then  turned  to  disruptive  tactics  in  the  labor  union  on 
the  rubber  estates  and  in  the  tin  mines;  but  Malaya’s  remarkable  post¬ 
war  recovery  again  frustrated  their  attempt  to  establish  themselves. 

Finally  the  M.C.P.  turned  to  violence.  On  June  16,  1948,  a  gang  tied 
up  three  European  planters  and  machine-gunned  them.  A  State  of 
Emergency  was  immediately  proclaimed.  After  defeat  in  pitched  battles, 
the  terrorists  took  to  the  jungles  and  split  into  small  bands. 

Only  a  continuous  and  costly  campaign  kept  the  Communists  from 
success.  For  long  they  were  able  to  obtain  supplies  by  terrorising  scat¬ 
tered  communities,  but  gradually  the  security  forces  gained  mastery; 
and  the  number  of  incidents  in  the  past  three  years  has  dropped  con¬ 
siderably. 

PROMOTION  OF  NATIONAL  FEELING 

The  fact  that  the  majority  of  the  leaders  and  members  of  the  terrorist 
bands  are  Chinese  caused  greater  racial  tension  at  one  time  in  Malaya; 
but,  as  seen  in  the  “Alliance”  of  political  parties,  the  three  main  racial 
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groups  are  now  working  together  for  the  well-being  of  their  country. 
This  is  important,  for  the  Chinese  and  Indian  immigrants,  although 
contributing  greatly  to  the  development  of  the  country,  and  supplying 
the  bulk  of  the  necessary  labor  for  the  all-important  rubber  estates  and 
tin  mines,  have  not  always  accepted  the  country  as  theirs,  and  in  pre¬ 
serving  their  traditional  culture  and  way  of  life  have  reserved  their 
loyalty  for  their  countries  of  origin  even  though  they  may  never  have 
seen  them. 

Under  recently  announced  proposals  for  the  grant  of  Malayan  citizen¬ 
ship,  it  is  hoped  that  many  more  persons  who  are  technically  aliens, 
although  long  resident  in  the  Federation,  will  now  affirm  their  loyalty 
to  Malaya. 

ECONOMIC  BASIS  FOR  DEVELOPMENT 

The  Federation’s  economy  depends  on  two  vital  raw  materials,  rubber 
and  tin,  which  together  account  for  80%  of  exports.  Before  its  intro¬ 
duction  by  the  British  only  eighty  years  ago,  the  rubber-tree  was  un¬ 
known  in  Malaya,  yet  today  the  country  is  responsible  for  almost  one- 
half  of  the  world’s  natural  rubber  production.  Apart  from  the  competi¬ 
tion  from  synthetic  rubber,  the  chief  problem  facing  the  industry  is  the 
need  for  replanting.  New  strains  of  high-yielding  plants  are  now  avail¬ 
able,  so  that  replacement  means  higher  production.  To  encourage  this 
the  Government  contributes  towards  the  cost  of  replacing  the  older  trees; 
and  to  shield  the  producers  from  wide  fluctuations  in  world  prices,  part 
of  the  export  duty  collected  when  prices  are  high  is  returned  in  time 
of  lower  prices,  and  the  duty  itself  is  variable. 

Tin  has  been  worked  for  many  centuries  in  Malaya  but  it  was  de¬ 
veloped  systematically  by  the  British,  and  today  the  country  is  the 
world’s  largest  producer,  with  about  one-third  of  world  production. 

But  the  Government  is  not  content  to  encourage  only  rubber  and  tin 
production,  which  are  so  vulnerable  to  world  price  movements.  Its 
aim  is  to  diversify  the  economy  and  to  foster  new  industries,  particularly 
secondary  ones  which  are  at  present  represented  mainly  by  soap  and 
cement  factories  and  some  producing  consumer  goods  in  small  quantity. 
Through  the  Rural  and  Industrial  Development  Authority  (R.I.D.A.), 
revenue-earning  projects  are  developed  and  grants  made  on  the  prin¬ 
ciple  of  helping  those  who  are  prepared  to  help  themselves. 

One  main  concern  of  the  Government  is  to  expand  the  production  of 
rice,  the  staple  food  of  the  country,  which  at  present  provides  only  half 
the  nation’s  requirements.  With  an  increasing  population  throughout 
Asia,  the  fear  of  a  rice  shortage  is  ever  present,  and  ambitious  irrigation 
schemes  are  in  hand  to  prepare  thousands  of  acres  of  padi  land. 
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Tables  on  Malaya’s  Trade 

(In  millions  of  Malayan  dollars) 


Exports:  Rubber  . 

Tin  concentrates  . 

Tin  blocks.  Ingots  etc . 

1953 

...  162.4 

...  220.2 

1954 

902.6 

183.0 

220.8 

1955 

1,548.3 

191.4 

231.4 

Total  exports,  including  others  . 

...  1,599.9 

1,626.9 

2,360.0 

Imports  . 

...  1,451.3 

1,319.1 

1,543.0 

Favorable  trade  balance  . 

...  148.6 

307.8 

817.0 

Rice  and  the 

Population 

Population  (in  thousands)  . 

...  5,706 

5,889 

6,058 

Rice:  Acreage  planted  (thous.)  . 

...  834 

846 

891 

Yield  (thous.  tons)  . 

...  700 

648 

652 

Imports  (thous.  tons)  . 

...  494 

266 

484 

In  its  development  plans  the  Federation  benefits  greatly  from  its  par¬ 
ticipation  in  the  Colombo  Plan,  the  co-operative  effort  of  the  countries 
of  South  and  South-East  Asia  assisted  by  others  from  outside  the  area.* 
In  the  main  the  United  Kingdom  provides  the  bulk  of  Malaya’s  external 
capital  and  technical  assistance  through  the  Colonial  Development  and 
Welfare  Acts  and  by  the  operations  of  the  Colonial  Development  Cor¬ 
poration;  but  all  “member-countries”  from  both  inside  and  outside  the 
area  have  to  a  varying  extent  assisted.  And  Malaya  herself  has  received 
many  trainees  in  such  subjects  as  rubber-planting  and  forestry. 

Hand  in  hand  with  economic  development  goes  the  improvement  of 
the  social  services,  and  especially  the  all-important  educational  system. 
Remarkable  progress  has  been  made  in  the  last  ten  years,  with  a  dou¬ 
bling  of  the  school  population.  The  problem  is  all  the  greater  since  about 
twenty  per  cent  of  the  entire  population  is  of  primary  school  age  (this 
compares  with  under  ten  per  cent  in  the  United  States). 

Increasing  provision  is  being  made  for  secondary  and  technical  educa¬ 
tion  and  teacher  training.  The  University  of  Malaya,  situated  in  Singa¬ 
pore,  is  being  extended,  and  hundreds  are  receiving  higher  education 
overseas,  mainly  in  the  United  Kingdom. 

It  is  primarily  on  these  men  and  women  of  all  races  that  the  inde¬ 
pendent  Federation  of  Malaya  will  rely  to  maintain  its  historic  impor¬ 
tance  in  South-East  Asia. 


*The  role  of  Britain  and  other  Commonwealth  countries  in  initiating  the  Colombo  Plan, 
and  the  progress  made,  are  described  in  “The  Colombo  Plan”  (I.D.  1239),  free  from  B.I.S. 


The  promotion  of  strong  and  responsible  trade  unions  in  the 
colonies  is  regarded  as  a  key  to  democratic  progress.  The 
policies  followed  are  described  below  in  an  extract  taken  from 
a  booklet:  “Labour  in  the  U.  K.  Dependencies* 


Promoting  Trade  Unionism  in 
U.K.  Dependencies 

It  is  a  cardinal  principle  of  British  colonial  policy  that  a  sound  and 
responsible  trade  union  movement  in  the  dependencies  is  indispensable 
to  economic  and  political  progress.  As  a  recent  White  Paper  pointed  out: 

“trade  unionism  has  an  important  part  to  play  not  only  in  promoting  good 
industrial  relations,  but  also  in  affording  opportunities  for  instilling  among  the 
people  that  spirit  of  service  to  the  community  at  large,  which  is  one  of  the 
contributions  that  sound  trade  unionism  can  make  to  a  democratic  system. ”t 

The  form  of  trade  unionism  in  the  dependencies,  and  such  traditions 
and  practice  as  have  already  been  established,  are  based  broadly  on  the 
general  principles  evolved  in  the  United  Kingdom.  On  the  other  hand, 
a  T.U.C.  report  recognized  that  the  United  Kingdom  pattern 

“has  developed  in  the  light  of  our  own  circumstances  and  climate  .  .  .  [and]  is 
not  indigenous  to  the  Colonies.  The  industrial,  social  and,  in  general,  the 
educational  standards  are  different.  Those  [trade  unionists]  who  are  guiding 
its  progress  have  not  the  same  background  and  experience  as  trade  unionists 
in  this  country,  nor  have  they  an  unlimited  period  in  which  to  prove  the  effec¬ 
tiveness  of  trade  union  machinery.”]: 

In  present  conditions,  labor  policy  in  the  dependencies  involves  far 
more  direct  guidance  and  help  in  trade  union  activities  than  would  be 
appropriate  in  the  United  Kingdom.  One  of  the  major  functions  of 
Labor  Departments  (in  each  colony)  is  to  give  this  guidance  and  help, 
although  staffs  are  conscious  of  the  fact  that,  since  trade  unionism  is  a 

*  Published  by  the  C.O.I.  and  available  from  B.I.S.  free  on  request.  It  is  a  booklet  of 
38  pp.,  and  covers  the  economic  background,  labor  policy,  labor  services,  industrial 
relations,  labor  supply  and  efficiency,  social  conditions  and  other  subjects, 
t The  Colonial  Territories  (1950-51),  Cmd.  8243. 
t Report  to  the  T.U.C.,  1950. 
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voluntary  activity,  no  amount  of  official  encouragement  can  infuse  vigor 
into  unions  which  lack  it  and  which  are  not  rooted  in  the  conscious 
needs  of  the  working  population. 

Equally  essential  to  the  development  of  the  trade  union  movement  in 
the  Colonies  is  a  sound  legislative  framework  for  its  activities,  the  exact 
form  being  largely  determined  by  local  circumstances.  In  particular 
emphasis  has  been  put  on  the  compulsory  registration  of  trade  unions. 
The  famous  trade  union  historian  Lord  Passfield  (formerly  Sidney 
Webb)  pointed  this  out  in  a  Dispatch  which  he  wrote  in  1930,  when 
Secretary  of  State  for  the  Colonies,  and  which  in  large  measure  initiated 
the  development  of  trade  unions  in  the  dependencies: 

“I  recognize  that  there  is  a  danger  that,  without  sympathetic  supervision  and 
guidance,  organizations  of  laborers  without  experience  of  combination  for  any 
social  or  economic  progress  may  fall  under  the  domination  of  disaffected  per¬ 
sons,  by  which  their  activities  may  be  diverted  to  improper  and  mischievous 
ends.” 

COMPULSORY  REGISTRATION  OF  UNIONS 

Registration  of  trade  unions  is  today  compulsory  in  all  the  dependen¬ 
cies  which  have  enacted  trade  union  legislation.*  The  practical  effect  of 
compulsory  registration  is  that  the  trade  unions  agree,  when  they  are 
registered,  that  they  will  submit  their  accounts,  membership  and  rules 
every  year  to  the  Registrar  of  trade  unions. 

Compulsory  registration  ensures  that  a  union’s  rules  and  the  admin¬ 
istration  of  its  finances  conform  to  certain  reasonable  standards,  and 
that  the  sanction  of  prosecution  or  cancellation  of  registration  remains 
in  the  background  as  a  guarantee  that  those  standards  will  be  main¬ 
tained.  In  particular,  the  supervision  of  accounts  and  the  safeguarding 
of  contributions  have  been  shown  to  be  essential  to  educate  the  unions 
in  a  correct  handling  of  their  financial  affairs  and,  in  some  instances,  to 
protect  members,  often  illiterate,  from  their  own  officials. 

It  has  also  in  certain  cases  been  found  advisable  to  require  that  the 
officials  of  unions  (apart  from  the  paid  secretary)  should  be  persons 
whose  livelihood  depends  on  their  work  in  the  industry,  a  provision 
which  to  some  extent  follows  internal  trade  union  practice  in  the  United 
Kingdom  and  helps  to  develop  leadership  from  the  ranks  of  union 
members. 

In  certain  dependencies,  where  the  existence  of  numerous  small  and 
widely  dispersed  undertakings  makes  the  development  of  trade  unions 
on  an  industrial  basis  difficult,  encouragement  is  given  to  other  less 

*It  is  voluntary  in  Britain,  but  the  great  majority  of  trade  unions  register.  It  confers  certain 
advantages.  See  “The  Trade  Unionist  in  Britain”  <(I.D.  1151),  p.  22,  free  from  B.I.S. 
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highly  organized  forms  of  workers’  associations,  such  as  small  workers’ 
councils  or  district  committees. 

Where  established,  these  associations  are  performing  a  useful  function 
and  provide  a  good  training  ground  in  the  practise  of  discussion  and 
negotiation  between  workers  and  employers;  it  is  hoped  that  they  will 
pave  the  way  for  the  growth  of  trade  unions  in  the  full  sense.  The  trade 
union  legislation  in  some  East  African  dependencies  gives  a  recognized 
status  to  these  less  elaborate  organizations. 

DANGERS  OF  BAD  LEADERSHIP 

One  of  the  problems  of  trade  unionism  in  the  dependencies,  and  one 
in  which  it  parallels  earlier  development  in  the  United  Kingdom,  is  the 
multiplicity  of  unions,  often  with  extremely  small  memberships. 

In  Singapore,  for  example,  there  were  206  trade  unions,  with  a  total 
membership  of  108,608,  in  1955;  some  125  of  these  unions  had  a 
membership  of  less  than  200.  For  the  dependencies  as  a  whole,  registered 
trade  unions,  of  which  there  were  only  three  in  1932,  numbered  790  in 
1946  and  1,027  in  1948,  in  the  latter  year  with  a  total  membership  of 
610,000.  In  1955  there  were  some  1,400  unions  (including  223  em¬ 
ployers’  associations)  with  a  total  membership  of  over  900,000. 

In  spite  of  the  large  number  of  unions,  it  is  doubtful  whether  even  as 
many  as  five  per  cent  of  wage-earners  in  the  dependencies  as  a  whole  are 
paying  members  of  trade  unions.  The  problem  of  multiplicity  of  unions 
has  been  solved  in  the  United  Kingdom  by  amalgamation  of  unions 
with  like  interests,  and  it  seems  likely  that  a  similar  solution  will  be 
necessary  in  the  dependencies.  The  expansion  of  union  membership  is 
at  the  same  time  inevitably  related  to  increasing  economic  development. 

An  important  factor  in  the  success  of  trade  unions  is  the  quality  of 
their  leadership.  In  advanced  countries  this  has  to  a  considerable  extent 
derived  from  the  skilled  workers.  But  in  the  dependencies  for  the  most 
part  such  workers  are  relatively  few. 

The  combination  of  bad  leadership  and  largely  illiterate  union  mem¬ 
bership  has  in  some  cases  led  to  the  perversion  of  trade  union  purposes, 
as  in  the  case  of  the  former  Communist-dominated  trade  union  federa¬ 
tions  in  Malaya.  At  the  time  the  Malayan  Communist  Party  was  out¬ 
lawed  in  1948,  over  half  the  total  trade  union  membership  was  under 
Communist  influence.  A  large  part  of  the  answer  to  this  problem,  as  to 
other  problems,  lies  in  trade  union  education. 

Considerable  attention  has  been  paid  to  the  development  of  respon¬ 
sible  and  informed  trade  union  leadership,  and  the  training  of  trade 
unionists  has  been  a  feature  of  recent  years.  The  appointment  of  United 
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Kingdom  trade  unionists  as  labor  officers  in  the  dependencies,  initiated 
in  1942,  is  of  particular  importance  in  this  field. 

The  valuable  assistance  which  the  Trades  Union  Congress  (TUC)  in 
the  United  Kingdom  has  given  and  is  continuing  to  give  to  Colonial 
trade  unions  has  been  largely  concentrated  on  training. 

The  TUC  provides  an  annual  scholarship  for  a  trade  unionist  from 
the  dependencies  to  study  in  the  United  Kingdom.  The  correspondence 
courses  on  trade  union  branch  work  organized  by  Ruskin  College  in 
Oxford  are  circulated  to  the  dependencies. 

Trade  unionists  and  local  labor  officers  who  have  been  sent  by  their 
territorial  governments  for  training  in  the  United  Kingdom  are  admitted 
to  the  one  month  training  courses  run  by  the  TUC  Education  Com¬ 
mittee;  and  places  have  been  found  for  them  at  TUC  week-end  and 
summer  schools.  A  special  fund  was  created  a  few  years  ago  to  furnish 
basic  office  equipment  and  libraries  to  some  trade  union  centres  in  the 
dependencies. 


TRAINING  COURSES  OF  MANY  TYPES 

The  International  Confederation  of  Free  Trade  Unions  (ICFTU)  is 
also  active  in  providing  training  facilities.  It  runs  residential  training 
courses  in  West  Africa  and  South-East  Asia,  and  trade  unionists  from 
the  Federation  of  Malaya  and  Hong  Kong  attend  courses  at  the  ICFTU 
Trade  Union  College  opened  in  Calcutta  in  1952. 

The  International  Fabor  Organization  has  awarded  fellowships  to 
Colonial  trade  unionists  for  the  study  of  labor  administration  in  other 
countries.  The  British  Council  has  organized  courses  and  sponsored 
lecture  tours  on  trade  union  subjects,  and  an  increasingly  active  part  is 
taken  by  the  Universities  and  University  Colleges  in  the  dependencies, 
particularly  through  their  extra-mural  departments. 

In  1952  a  special  grant  from  United  Kingdom  “Colonial  Development 
and  Welfare”  funds  was  made  to  the  University  College  of  the  West 
Indies  to  assist  in  the  appointment  of  an  extra-mural  lecturer  in  indus¬ 
trial  relations. 

Although  there  are  occasions  when  training  in  the  United  Kingdom 
is  appropriate,  it  is  generally  agreed  that  training  in  the  dependencies 
themselves  achieves  the  better  results.  Summer  schools  and  lecture  courses 
for  trade  unionists  have  been  held  in  the  African  territories;  and  in  Nigeria, 
for  example,  the  trade  union  education  committees  at  Lagos  and  Enugu 
do  valuable  work.  In  the  British  Caribbean  and  Malaya,  there  is  group¬ 
training  under  goverenment  auspices  and  at  government  expense.  Most 
courses  cover  basic  economic  and  social  questions,  as  well  as  labor  affairs. 


The  more  heavily  burdened  payers  of  income  tax  in  Britain 
received  some  relief  in  the  April  budget,  and  there  were  other 
measures  to  encourage  enterprise;  but  taxes  are  still  very  heavy, 
and  the  budget  is  designed  to  yield  a  large  surplus. 


A  Budget  To  Fight  Inflation 

The  basic  feature  of  the  Budget  which  the  Chancellor  of  the  Exchequer 
(Mr.  Peter  Thorneycroft)  introduced  on  April  9th  was  not  the  reductions 
in  taxation,  but  the  continued  drive  for  a  very  substantial  surplus  of 
revenue  over  expenditure  in  order  to  fight  inflation. 

In  the  financial  year  which  ended  on  April  5th,  1957,  the  combination 
of  high  taxation  and  careful  economies  enabled  the  Government  to  achieve 
a  surplus  of  £290  million  in  their  internal  budget.*  At  the  existing  rates 
of  tax,  the  Chancellor  calculated  that  the  surplus  for  1957-58  would  be 
£560  million.  He  decided  that  about  £100  million  of  this  could  be 
remitted  in  various  ways  to  stimulate  British-owned  business  abroad,  to 
offer  some  increased  rewards  to  professional,  executive  and  skilled  persons 
at  home,  to  lighten  slightly  the  heavy  burden  of  indirect  taxation,  and  to 
change  some  details  of  the  tax  structure  —  e.g.  on  the  theatre  —  along 
generally-desired  lines. 

Substantial  Surplus 

But  these  reliefs  will  still  leave  an  estimated  surplus  of  £462  million 
in  the  Government’s  budget,  large  enough  to  cover  not  only  its  current 
expenditure,  but  also  almost  all  the  projected  capital  expenditures  — 
about  £587  million  —  that  pass  through  Government  hands. 

Britain  will  therefore  be  paying  her  way  in  1957-58,  covering  all  her 
defense  expenditure  (£1,420  million)  and  the  increased  civil  expendi¬ 
ture  entirely  out  of  taxation. 

With  taxation  at  so  high  a  rate  Mr.  Thorneycroft  was  under  pressure 
to  consider  whether  he  could  not  remit  a  larger  amount  of  his  projected 
£560  million  surplus.  He  explained  in  his  Budget  speech,  however,  that 
to  remit  more  than  £  100  million  would  be  to  risk  inflation. 

In  the  financial  year  just  ended,  expenditure  was  about  £  130  million 
higher  than  the  estimate,  chiefly  due  to  higher  interest  charges,  higher 

*This  Government  Budget  surplus,  which  is  in  pounds  sterling,  is  not  to  be  confused  with 
the  country’s  balance  of  payments  with  foreign  countries. 
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U.K.  Government  Budgets 
(In  £  million) 

Estimate 
1956-57  1957-58 


Ordinary  Expenditure : 

Defense  (net  of  aid)  .  1,525  1,420 

Civil,  debt  interest,  etc .  3.343  3,407 

Total  Expenditure  .  4.868  4.827 

Ordinary  Revenue  .  5,158  5,289 


Budget  Surplus 

(“above  the  line”)  .  +290  +462 

Government  capital  outlays  (net)  .  — 621  — 587 

Overall  balance,  including  capital  outlays  .  — 331  — 125 


wages,  salaries  and  prices,  and  the  Suez  operation.  Revenue  was  about 
£.40  million  less  than  estimated,  mainly  because  of  a  shortfall  in  receipts 
from  purchase  tax  —  due  to  the  credit  squeeze.  The  surplus  was  £  170 
million  less  than  estimated;  but  it  was  still  substantial  at  £290  million. 

In  the  year  ahead,  tax  revenue  on  the  existing  basis  would  have  risen 
by  £229  million.  Government  expenditure  is  expected  to  fall  by  £41 
million.  This  would  have  increased  the  surplus  to  £560  million,  which 
is  now  to  be  reduced  by  the  tax  cuts  to  £462  million. 

The  “overall”  balance  (allowing  for  capital  expenditures)  will  show 
a  deficit  of  £125  million,  which  the  Chancellor  expects  to  be  covered 
by  personal  savings.  (For  details  of  tax  changes,  see  p.  84.) 


TO  RECEIVE  “ BRITISH  AFFAIRS'’  REGULARLY 

With  the  March  issue  of  British  Affairs,  we  enclosed  a  reply 
card  inviting  readers  who  wished  to  receive  the  periodical  regularly 
to  send  us  their  names. 

We  have  had  a  most  gratifying  response;  and  readers  have  been 
kind  enough  to  write  in  great  number  to  say  that  they  approve  the 
change  of  title  (from  Labor  and  Industry  in  Britain)  and  that  they 
find  the  publication  interesting  and  useful. 

Would  any  readers  who  have  not  yet  asked  to  be  put  on  the 
mailing  list  and  who  wish  to  receive  British  Affairs  please  complete 
the  enclosed  card  or  write  to  us  to  this  effect? 
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Income  Tax  and  Surtax  Paid  by  a  Married  Couple 


Earned 

With 

no  children 

With  2  children,  12-15 

In  Year 

1956-7 

1957-8 

1956-7 

1957-8 

£700 

74 

74 

17 

6 

1,000 

169 

169 

85 

68 

1,500 

334 

334 

249 

228 

2,000 

499 

499 

414 

393 

3,000 

1,034 

930 

949 

798 

4,000 

1,634 

1,430 

1,549 

1,289 

5,000 

2,284 

2,027 

2,199 

1,877 

10,000 

6,084 

5,579 

5,999 

5,398 

50,000 

42,859 

42,342 

42,774 

42,135 

100,000 

89,109 

88,592 

89,024 

88,386 

TAX  CHANGES  IN  THE  BUDGET 

Overseas  Trade  Companies:  Profits  of  companies  controlled  in  U.K.  but  oper¬ 
ating  wholly  overseas  will  be  exempted  from  U.K.  tax.  Until  now  the  high 
U.K.  taxes  they  paid  put  them  at  a  disadvantage  with  local  competitors. 
Dividends  remitted  to  shareholders  will  be  liable  to  U.K.  tax. 

Investment  Allowance  for  Shipping:  The  20%  allowance  enjoyed  by  shipping 
to  help  write  off  the  cost  of  investment  is  to  be  raised  to  40% ,  since  shipping  is 
faced  by  severe  competition  overseas,  often  from  ships  sailing  under  “flags  of 
convenience”,  with  small  tax  liabilities. 

Earned  Income  Relief:  Until  now  a  taxpayer  could  claim  two-ninths  of  “earned 
income”  (as  distinct  from  income  from  dividends,  etc.)  as  tax  exempt,  subject  to 
a  maximum  relief  of  £450  a  year,  i.e.  the  maximum  slice  of  income  on  which 
relief  was  granted  was  £2,025  (5,670)  ayear.  It  is  now  proposed  that  the  relief 
of  two-ninths  of  earned  income  run  up  to  an  income  of  £4,005  ($11, 2 14)  a 
year,  and  at  the  rate  of  one-ninth  from  £4,005  to  £9,945  ($27,  846)  a  year. 

Children:  The  tax  exemption  for  children  is  at  present  £  100  a  year  for  each 
child.  It  will  be  increased  to  £  125  from  the  age  of  12,  and  £  150  from  17  for 
full-time  students  or  apprentices. 

Surtax:  The  £2,000  starting-point  will  be  raised  to  £2,100  for  a  married 
couple  without  children.  For  those  with  children  the  starting  point  will  include 
the  children’s  allowances. 

The  Aged:  The  income  tax  exemption  is  to  be  raised  to  £  250  for  a  single  person 
over  65  and  to  £400  for  a  married  couple  where  either  is  65. 

Purchase  Tax:  Tax  on  domestic  kitchenware,  tableware,  cutlery,  furniture  and 
floor  coverings  is  to  be  reduced  from  30%  to  15%. 

Gasoline  Duty:  The  additional  duty  of  Is  a  gallon  imposed  during  the  Suez 
crisis  is  now  removed,  leaving  the  duty  at  2s  6d  (35  cents)  a  gallon. 

Entertainment  Duty:  The  live  theatre  and  all  sports  are  to  be  freed  of  entertain¬ 
ment  duty.  The  cinema  will  pay  a  reduced  tax.  On  the  other  hand,  an  excise 
duty  of  £1  ($2.80)  a  year  is  to  be  levied  on  each  combined  radio  and  TV 
license,  to  balance  taxation  of  rival  forms  of  entertainment. 
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AID  TO  THE  U.K.  — AND  THE  TAX  BURDEN 

B.I.S.  is  frequently  asked  for  information  on  how  much 
aid  goes  to  Britain  from  the  U.S.A.,  and  how  the  tax 
burdens  of  both  countries  compare.  Here  is  a  brief  sum¬ 
mary  of  some  relevant  facts: 

1.  U.S.  Aid  to  the  U.K.  Since  Lend-Lease  ceased  in  July  1945,  aid 
to  Britain  has  been  mainly  of  three  separate  types: 

(i)  The  Credit  of  1946:  A  total  loan  of  $4,372  million,  now 

being  repaid  with  interest. 

(ii)  Marshall  Aid ,  1948-50:  Grants  totalling  $2,358  million 

to  finance  the  purchase  by  the  U.K.  of  essential  dollar 
goods;  and  loans  of  $337  million  now  being  repaid  with 
interest. 

(iii)  Mutual  Security  Aid,  since  1951 :  Defense  aid  in  vari¬ 

ous  forms  (including  loans)  to  help  the  joint  defense 
effort.  (It  helped  Britain’s  defense  budget  by  $120  mil¬ 
lion  in  1955-56). 

2.  Proportion  of  Postwar  U.S.  Aid  Which  Has  Gone  To  Britain: 

The  latest  published  U.S.  official  figures  may  be  summarized  as 
follows: 


U.S.  Foreign  Aid,  July  1945 — December  1956  (In  $  billions) 


Net  Grants 

Net  Credits 

U.S.  Military  Aid  Abroad  . 

18.6 

— 

U.S.  Non-military  Aid  . 

28.2 

10.8 

Military  Aid  is  not  analyzed  by  countries : 
Of  Non-military  Aid,  the  figures  of 
Aid  to  Britain  . 

2.7 

4.1 

AID  AND  THE  U.S.  TAX  DOLLAR:  Over  the  ten  years  1946- 
1955,  total  U.S.  foreign  aid  appears  (according  to  our  caculations 
from  U.S.  figures)  to  have  averaged  about  9.6  cents  a  year  of  the 
U.S.  tax  dollar.  Of  this,  2.9  cents  was  for  military  aid  and  6.7  cents 
for  non-military  grants  and  credits.  Of  this  6.7  cents,  grants  to 
Britain  averaged  0.6  cents  per  year;  and  loans  to  Britain  (all  being 
repaid  with  interest)  averaged  0.7  cents  a  year.  (These  figures,  all 
approximate  go  up  to  the  end  of  1955). 

3.  The  Tax  Burden:  In  1 956,  taxes  took  just  under  30  per  cent  of  the 
Gross  National  Product  in  Britain.  (The  tax  reductions  in  the  April 
1957  Budget  will  not  greatly  affect  this  proportion).  In  the  U.S. A. 
(according  to  the  New  York  Times  of  April  14th  1957)  the  com¬ 
parable  figure  is  about  24  per  cent. 

Further  material  available  from  B.I.S.: 

“American  Aid  to  Britain ”  (I.D.1191,  Revised  August  1956). 

“Loans  from  the  United  States  and  Canada  to  the  U.K.  Government" 
(I.D.  1271,  May  1957). 


What  are  the  principles  which  should  govern  wage-questions 
during  a  period  of  full  employment,  when  normal  “bargaining” 
between  employers  and  unions  is  overlaid  with  other  issues.  The 
questions  emerged  in  the  Report  of  a  recent  Court  of  Inquiry. 


Issues  in  a  Wage  Dispute 

The  Report  of  the  Court  of  Inquiry  on  shipbuilding  wages,  published  on 
May  2nd  (Cmnd  160),  not  only  provides  a  discussion  of  a  specific  wage 
issue,  but  also  makes  two  recommendations  of  wider  import  —  first,  that 
the  industry  should  consider  setting  up  a  National  Joint  Council  to  keep 
wages  problems  under  review  and  deal  with  efficiency  questions;  and  sec¬ 
ond  that  there  should  be  “an  authoritative  and  impartial  body”  to  advise 
on  general  wage  policy  for  the  country  at  large. 

The  Court  of  Inquiry  was  set  up  solely  to  inquire  into  the  current  dis¬ 
pute  between  shipbuilding  employers  and  unions.  The  reason  for  bringing 
in  the  wider  recommendations  was  that  when  the  claims  and  counter¬ 
claims  were  considered,  it  became  clear  to  the  three  members  of  the  Court 
that  a  wage  settlement  of  this  kind  involves  questions  that  need  a  wider 
frame  for  discussion. 


CONTENTIONS  OF  THE  PARTIES 

The  cause  of  the  dispute  was  a  claim  submitted  by  the  Unions  for  a 
10  per  cent  wage  increase  for  all  male  manual  workers,  which,  in  the  case 
of  the  skilled  rate,  would  have  been  equivalent  to  17s.  Od.  a  week  on  the 
existing  rate  of  170s.  6d.  The  employers  were  not  prepared  to  go  beyond 
8s.  6d.,  to  which  was  coupled  a  stipulation  that  no  further  claims  should 
be  submitted  for  at  least  a  year  and  that  the  unions  should  co-operate  in 
eliminating  certain  restrictive  practises,  such  as  embargoes  on  overtime 
and  “ceilings”  on  earnings  and  output,  in  facilitating  the  introduction  of 
new  machinery  and  techniques,  and  in  preventing  loss  of  working  time. 
In  the  end,  the  unions  refused  to  consider  less  than  12s.  6d.  and  nesotia- 
tions  broke  down. 

The  principal  grounds  on  which  the  claim  was  based  were  the  present 
prosperity  of  the  industry  and  the  brightness  of  its  future  prospects;  but 
the  claim  was  also  pressed  on  the  alleged  inadequacy  of  the  existing  mini¬ 
mum  time  rates  for  skilled  and  unskilled  labor  in  the  industry,  and  on 
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the  rise  in  retail  prices  which  had  occurred  since  the  last  wage  settlement 
was  made  in  February,  1956.  The  employers,  on  the  other  hand,  con¬ 
tended  that  their  employees  were  enjoying  a  very  fair  share  of  the  industry's 
prosperity,  that  there  was  no  justification  for  any  complaint  in  regard  to 
their  present  level  of  earnings,  and  that  any  increase  in  wages  could  only 
come  from  increased  productivity. 

THE  ISSUES  AS  SEEN  BY  THE  COURT 

The  Court  observed,  in  its  Report,  that  of  the  present  prosperity  of  the 
shipbuilding  industry  there  was  no  doubt,  and  that  its  future  prospects 
appeared  to  be  good,  though  it  was  to  be  supposed  that  the  world  demand 
for  new  tonnage  might  not  grow  in  the  years  which  lay  ahead  at  the  same 
rate  at  which  it  had  increased  in  recent  years,  and  that  in  consequence 
more  severe  competition  in  the  shipbuilding  industry  would  be  experienced. 

On  the  basis  of  the  rise  in  retail  prices  alone,  since  the  last  wage  settle¬ 
ment  in  the  industry,  it  appeared  to  the  Court  that  a  wage  increase  of 
4  per  cent  would  be  appropriate:  but  the  Court  observed  that  in  recent 
weeks  a  number  of  industries  had  accepted  wage  increase  of  5  per  cent, 
and  that  these  included  industries  which  were  either  not  profitable  or  only 
barely  profitable.  Against  this  background,  the  Court  said,  it  would  be 
difficult  to  resist  a  claim  for  at  least  a  similar  amount  in  an  industry  which 
was  enjoying  a  considerable  prosperity.  In  making  this  point,  the  Court 
recognised  the  possibility  that  for  the  economy  as  a  whole  a  general  rise 
in  w’ages  of  5  per  cent  might  have  inflationary  implications. 

On  the  other  hand,  the  Court  saw  in  the  measures  concerning  a  wages 
“standstill  period”  and  the  reduction  of  restrictive  practices  and  loss  of 
working  time,  principles  which  would  be  of  great  value  to  the  employers 
and  which  should  offset  wholly  or  in  part  the  rise  in  labor  costs  which 
might  otherwise  follow'  from  an  increase  in  wage  rates. 

Other  matters  to  which  the  Court  drew  attention  were  the  lack  of  formal 
negotiating  machinery  in  the  shipbuilding  and  shiprepairing  industry,  and 
the  wages  problem  in  industry  as  a  whole  which  in  recent  years  had  be¬ 
come  an  integral  part  of  an  inflationary  situation  which  confronted  the 
wffiole  economy. 

Of  the  latter  point,  the  Court  said  that  the  attractiveness  of  the  con¬ 
ception  of  linking  general  wage  movements  either  in  each  industry  or 
over  the  whole  field  of  industry  to  some  measure  or  measures  of  pro¬ 
ductivity  was  deceptive.  An  acceptable  standard  for  the  measurement  of 
productivity  in  the  shipbuilding  industry,  for  example,  would  be  hard  to 
devise,  but  the  Court  saw  an  even  more  important  consideration.  It  was 
conceivable,  that  a  linking  of  wage  movements  to  productivity  would 
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Average  Weekly  Earnings  in  Industry 
For  details  see  Ministry  of  Labour  Gazette,  March  1957 


Oct.  1951 

Oct.  1955 

Oct.  1956 

s.  d. 

s.  d. 

s. 

d. 

Men  (21  years  and  over)  . 

.  166.  0 

222.  11 

237. 

11 

Youth  (under  21)  . 

.  69.  1 

94.  2 

102. 

4 

Women  (18  years  and  over)  . 

.  90.  1 

115.  5 

123. 

2 

Girls  . 

.  57.  11 

75.  8 

81. 

4 

All  Workers  . 

.  141.  1 

187.  2 

200. 

8 

Percentage  increase  of  earnings  of 

all  workers  since  1947  . 

.  36% 

81% 

94% 

prove  satisfactory  if  it  started  from  a  position  of  stability  either  in  the 
particular  industry  or  over  the  whole  field  of  industry.  If,  however,  that 
condition  did  not  exist  and  if,  in  particular,  the  forces  which  give  rise  to 
inflation  were  still  at  work  the  proposal  would  fail. 

THE  COURT’S  RECOMMENDATIONS 

The  Court’s  recommendations  fell  under  three  main  heads.  On  wages, 
they  suggested  that  the  parties  should  consider  the  alternatives  of  accept¬ 
ing  a  wage  increase  of  8s.  6d.  a  week  (or  5%  )  on  the  consolidated  time 
rate  for  skilled  workers  with  consequent  adjustments  for  semi-skilled 
and  unskilled  worker;  or  11s.  Od.  (or  6Vi%  )  with  provisions  regarding 
a  wages  “standstill  period”  and  the  reduction  of  restrictive  practices  and 
loss  of  working  time,  set  out  in  an  interim  negotiated  document.* 

The  Court  also  urged  the  parties  to  consider  setting  up  a  National 
Joint  Council  which  would  keep  wages  problems  under  review  and  con¬ 
cern  itself  positively  with  the  productive  efficiency  of  the  industry  and 
which  by  its  advice  would  make  its  own  contributions  to  the  promotion 
of  that  end.  They  suggested  that  when  the  present  dispute  had  been  settled, 
the  parties  should  devote  their  attention  to  the  examination  of  the  existing 
procedure  for  the  settlement  of  disputes  in  order  to  ascertain  what  im¬ 
provement,  including  conciliation  procedure,  might  be  effected  to  the 
benefit  of  all  who  are  concerned  in  the  industry. 

Finally,  the  Court  urged  in  strong  terms  the  revival  of  the  proposal  made 
by  the  1954  Court  of  Inquiry  for  the  setting  up  of  an  authoritative  and 
impartial  body  to  examine  and  advise  upon  the  wider  problems  of  wages 
policy  in  an  inflationary  setting,  a  body  with  which  the  Treasury,  the 
British  Employers  Confederation,  the  Trades  Union  Congress  and  the 
nationalised  industries  would  be  associated. 


The  Court  gave  similar  recommendations  for  settling  the  dispute  in  the  engineering  in¬ 
dustry.  The  engineering  unions  accepted  the  6l/t%  offer,  with  conditions,  on  May  23rd. 


Britain  s  exports  have  achieved  new  records  in  recent  months. 
Some  examples  given  below  from  the  “Board  of  Trade  Journal” 
indicate  the  variety  and  extent  of  Britain’s  export  markets. 


U.K.  Export  Achievements 

Oil  Tanker  for  the  U.S.A.  The  Atlantic  Shipbuilding  Company  of  Newport, 
Monmouthsire,  have  secured  an  order  valued  at  more  than  $8  million  from  a 
U.S.  company  to  build  an  oil  tanker  of  about  40,000  tons. 

Crash  Fire  Tenders  for  Royal  Canadian  Air  Force.  Airfields  of  the  Royal 
Canadian  Air  Force  are  to  be  equipped  with  crash  fire  tenders  made  in  England 
by  the  Pyrene  Company,  of  London.  This  contract  is  valued  at  approximately 
$1.5  million. 

British  Color  Transparency  Process.  Messrs.  H.  J.  Chapman  &  Co.  of  Ledbury, 
Herefordshire,  have  concluded  a  licensing  arrangement  with  four  of  the  largest 
United  States  printers  for  the  production  in  the  United  States  of  “Adglow”  color 
transparency,  a  patented  British  invention. 

Canberra  Jet  Aircraft  for  Venezuela.  The  English  Electric  Company  have  an¬ 
nounced  an  order  for  Canberra  jet  aircraft  and  spares  worth  $10  million  from 
the  Government  of  Venezuela.  This  is  the  second  order  for  Canberras  placed 
by  Venezuela;  the  first  was  in  1953. 

Hydro-electric  Plant  for  Spain.  British  Thomson-Houston  Company  of  Rugby 
have  obtained  an  order  valued  at  over  £2,500,000  for  the  supply  of  hydro¬ 
electric  plant  at  Coruna,  Spain. 

Banana  Spraying  in  Jamaica.  After  intensive  preliminary  trials,  the  Fison- 
Airwork  Company  of  London  have  been  awarded  a  contract  for  large  scale 
aerial  banana  spraying  in  Jamaica.  Under  this  contract  an  initial  area  of  well 
over  6,000  acres  is  to  be  sprayed  17  times  during  the  course  of  a  year. 

Atomic  Power  Station  for  Germany.  Mitchell  Engineering  of  London  have 
announced  that,  with  their  American  associates,  A.M.F.  Atomics  Inc.  New 
York,  they  have  received  a  German  order  worth  over  $5  million  for  a  boiling 
water  nuclear  power  plant  designed  to  give  an  electrical  output  of  15,000  kw. 
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Turbo-Prop  Engines  for  Canada.  Bristol  Aeroplane  Company  of  Bristol  an¬ 
nounced  recently  that  Canadair  Limited  have  received  a  multi-million  dollar 
order  from  the  Canadian  Government  for  the  CC  106  transport  aircraft.  The 
Royal  Canadian  Air  Force  has  chosen  the  powerful  Bristol  Orion  turbo-prop 
engine  for  the  aircraft. 

Bristol  Turbine  Engines  for  U.S.A.  A  new  agreement  for  the  building  of 
Bristol  turbine  engines  in  the  U.S.A.  has  recently  been  concluded  between 
Bristol  Aero-Engines  of  Bristol,  and  the  Curtiss-Wright  Corporation  of  Wood 
Ridge,  New  Jersey.  The  agreement,  the  two  companies  state,  covers  a  number 
of  gas  turbines,  one  of  which  is  intended  for  commercial  aircraft. 

Air  Survey  of  Tanganyika  and  Bechuanaland.  An  area  of  38,000  square  miles 
in  Tanganyika  and  Bechuanaland  will  be  surveyed  from  the  air  for  the  first 
time  as  a  result  of  contracts  which  have  just  been  awarded  to  the  Fairey  Avia¬ 
tion  Company  of  London. 

Compressor  Set  for  United  States  Army.  The  Engineer  Research  and  Develop¬ 
ment  Laboratories  of  the  United  States  Army  have  placed  a  contract  with  D. 
Napier  and  Son  of  Acton,  London,  for  a  compressor  set,  consisting  of  an  18- 
cylinder  “Deltic”  diesel  engine  and  two  Howden  rotary  positive  displacement 
two-stage  compressors,  for  use  with  a  mobile  liquid  oxygen  plant. 

Plastics  Machinery.  Orders  from  Australia,  India  and  Japan  for  plastics  ma¬ 
chinery  worth  nearly  $700,000  have  been  placed  with  the  Burtonwood  Engi¬ 
neering  Company  of  Warrington,  Lancashire. 

Aluminum  Conductors  for  Canada.  An  order  for  aluminum  conductors  to  the 
value  of  over  $2  million  has  been  placed  by  the  Quebec  Hydro-Electric  Com¬ 
mission  in  Canada  with  the  Aluminum  Wire  &  Cable  Company  of  Swansea. 

Wine  for  Canada.  The  largest  single  order  for  wine  from  Canada  ever  received 
in  its  160  years’  history  is  now  being  filled  by  John  Harvey  &  Sons,  of  Bristol. 
It  is  for  9,700  cases  of  sherry  (116,400  bottles)  placed  by  the  Liquor  Control 
Board  of  Ontario,  and  is  worth  $150,000. 

More  British  Trucks  and  Buses  for  Malaya.  Leyland  Motors  have  received 
more  orders  for  trucks  and  buses  from  Malaya,  where  a  number  of  leading 
transport  companies  are  augmenting  their  fleets  of  Albion  diesel-engined 
vehicles. 

Venezuela  Orders  Spun  Iron  Pipes.  The  Stanton  Ironworks  Company  near 
Nottingham,  has  secured  an  order  from  the  Government  of  Venezuela  for  spun 
iron  pipes  to  the  value  of  approximately  $1  million.  The  material  will  be  used 
for  extensions  to  the  Caracas  water  system. 


The  verbatim  texts  of  statements  by  the  Prime  Minister  and 
other  Ministers  are  reproduced  by  B.I.S.  and  made  available 
when  their  subject  is  of  general  interest  in  the  U.S.A.  Some 
extracts  from  recent  papers  in  this  “Official  Text”  series  are 
included  in  the  summaries  below. 

Official  Statements 

I.  The  Suez  Canal 

On  May  13th,  1957,  the  Prime  Minister,  the  Rt.  Hon.  Harold  Macmillan, 
made  a  statement  to  the  House  of  Commons  on  the  Government’s  attitude  to 
the  use  of  the  re-opened  Suez  Canal  by  British  shipowners. 

He  recalled  that  on  April  14th  the  Egyptian  Government  had  published  as  a 
unilateral  Declaration  the  terms  on  which  it  proposed  that  the  Suez  Canal  would 
be  open  to  shipping: 

“It  was  the  virtually  unanimous  view  of  the  Suez  Canal  Users’  Association 
that  the  unilateral  Egyptian  Declaration  was  insufficient  and  fell  short  of  the  six 
requirements  for  a  settlement  of  the  question  which  were  embodied  in  the 
Resolution  of  the  Security  Council  of  the  13th  of  October  1956.  The  Member 
States  have  reserved  all  their  rights  with  respect  to  the  operation  of  the  Canal, 
and  do  not  accept  the  Egyptian  Declaration  as  a  permanent  and  satisfactory 
settlement  of  this  question.  We  share  this  view  to  the  full.” 

Nevertheless,  said  Mr.  Macmillan,  the  great  majority  of  shipping  countries 
had  indicated  that  they  would  resume  use  of  the  Canal.  In  these  circumstances, 
and  with  the  reservation  of  their  rights, 

“Her  Majesty’s  Government  can  no  longer  advise  British  shipowners  to  refrain 
from  using  the  Canal.  Payments  made  in  connection  with  the  Canal  —  for  Canal 
dues  and  other  purposes,  such  as  port  dues,  or  water — will  be  made  in  sterling.” 

For  the  purposes  of  these  payments,  a  new  transferable  account,  to  be  known 
as  the  No.  1  (Special)  Account,  has  been  opened  by  the  Bank  of  England  in  the 
name  of  the  National  Bank  of  Egypt. 

A  debate  on  the  Suez  Canal  was  held  by  the  House  of  Commons  on  May 
15th- 16th,  in  the  course  of  which  the  Prime  Minister  said: 

“I  do  not  pretend  that  the  position  is  satisfactory  ...  It  is  not  a  satisfactory 
agreement  just  because  it  is  not  an  agreement.  It  is  a  unilaterally — drawn 
prospectus  of  the  terms  on  which  the  Egyptian  Government  are  prepared  to 
offer  the  use  of  the  Canal  to  potential  customers. 

“To  be  fair,  there  are  features  and  elements  in  it  which  are  not  unreasonable. 
Nevertheless  it  is  a  statement  of  conditions  made  by  one  party  only  and  with  no 
such  guarantees  as  would  adhere  to  an  internationally  negotiated  settlement. 
It  is  quite  true  that  the  Egyptians  have  offered  to  register  this  document  at  the 
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United  Nations  but  I  doubt  very  much  whether  international  law  prevents  them 
from  withdrawing  or  amending  it  at  their  will.” 

On  the  face  of  it,  said  Mr.  Macmillan,  the  Egyptian  proposals  were  not  far 
from  the  Six  Principles  of  October  13th: 

“If  they  are  honestly  fulfilled,  the  Egyptians  will  have  accepted  a  considerable 
measure  of  restriction.  But  there  remain  two  vital  points.  The  first  of  these  is 
that  this  is  a  unilateral  declaration  which  the  Egyption  Government  can  amend 
or  withdraw  at  will,  and  it  is  therefore  unacceptable  as  it  stands.  Secondly,  since 
such  a  decision  would  be  a  political  decision,  it  does  not  meet  the  third  of  the 
principles,  because  it  does  not  insulate  the  Canal  from  the  politics  of  one 
country.” 

This  was  not,  therefore  a  settlement  or  an  agreement.  But  what  was  the 
Government  to  do?  It  would  not  have  been  a  tolerable  position  for  Britain  if  the 
great  bulk  of  the  international  traffic  were  to  pass  through  the  Canal  and  Britain 
were  excluded  by  her  own  will. 

The  use  of  the  Canal  by  British  shipping  would  not  prejudice  the  existing 
legal  rights  or  the  terms  of  the  final  settlement: 

“The  United  Nations  remains  seized  of  this  matter  and  it  is  also  seized  of 
another  matter.  I  have  been  asked  what  is  our  view  of  Israel’s  right  to  sail  her 
ships  through  the  Canal.  We  maintain  that  her  rights  under  the  1888  Convention 
must  be  assured.  We  shall  do  all  we  can,  through  the  United  Nations,  and  with 
our  friends,  to  see  that  this  happens.” 

The  Egyptian  Declaration  stated  the  willingness  of  Egypt  that  disputes  or 
disagreements  arising  in  respect  of  the  1888  Convention  should  be  settled  in 
accordance  with  the  Charter  of  the  U.N.  Mr.  Macmillan  said  that  he  hoped  that 
this  could  be  done,  in  order  to  avoid  “the  long  delays  of  International  Court 
procedure.”  He  continued: 

“Similarly,  with  regard  to  the  Gulf  of  Akaba,  we  have  made  our  position 
clear.  I  am  glad  to  say  that  the  American  Government  have  done  the  same,  and 
we  shall  certainly  do  nothing  to  advise  our  shipowners  not  to  exercise  what  we 
believe  to  be  their  undoubted  right.” 

Meanwhile,  he  said,  they  must  look  ahead.  The  world  demand  for  oil  was 
increasing  rapidly,  and  whatever  settlement  was  reached  over  the  Canal,  the 
facilities  for  bringing  oil  from  the  Middle  East  had  to  be  enlarged: 

“We  must  for  the  present  look  mainly  to  the  provision  of  additional  piplines 
and  the  expansion  of  the  tanker  fleets  .  .  .  Almost  5  million  dead-weight  tons  of 
tankers  are  under  construction  or  on  order  in  U.K.  shipyards.  I  hope^to  see  this 
figure  still  further  increased  over  the  next  few  years.” 

There  were  at  present  only  about  a  dozen  '‘super-tankers”  of  over  40,000  tons 
dead-weight.  By  1965  the  number  would  probably  have  increased  to  300  — 
perhaps  a  quarter  of  the  whole  world’s  tanker  tonnage.  Britain  was  planning 
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adequate  facilities  for  tankers  of  up  to  80,000  or  even  100,000  tons.  Milford 
Haven  was  being  developed  into  a  major  European  oil  port.  The  steel  industry 
would  be  expanded  to  meet  the  vastly  increased  demand  for  pipe-lines  and 
tankers. 

The  outcome  of  the  Suez  Canal  crisis  was  not  so  “one-sided”  as  it  might  seem, 
said  Mr.  Macmillan.  Communist  subversion  which  had  been  growing  in  the 
Middle  East,  had  been  exposed: 

“I  think  that  if  this  ulcer  had  gone  on  without  lancing  it,  it  might  have 
reached  a  stage  when  the  poison  could  never  be  got  out.” 

The  Baghdad  Pact  was  stronger  today  than  before: 

“There  has  been  a  revolution  in  American  thinking  on  this  matter  which  has 
led  to  great  developments  of  policy  and  a  closer  association  of  the  United  States 
with  the  Baghdad  Pact,  and  what  I  hope  will  be  a  fruitful  and  sensible  coopera¬ 
tion  between  the  great  oil  companies  of  the  Western  world.  And  so  what  has 
happened  has  led  to  greater  and  not  less  Anglo-American  cooperation  in  the 
Middle  East.” 

II.  The  Hydrogen  Bomb 

The  first  explosion  by  Britain  of  a  bomb  “in  the  metagon  range”  took  place 
in  the  Pacific  on  May  15th  1957,  at  a  high  altitude  above  the  sea,  the  bomb 
being  dropped  by  a  Valiant  bomber.  An  official  statement  on  May  18th  said: 

“Fall-out  was  insignificant  and  a  survey  after  a  few  hours  showed  very  little 
contamination  even  below  the  point  of  burst.” 

On  May  21st  Mr.  Macmillan  told  the  House  of  Commons  that  for  reasons  of 
security  he  would  not  be  able  to  reveal  any  information  on  the  precise  yield,  type 
and  design  of  the  weapon  exploded,  but  he  could  state  that  the  explosion  made 
a  notable  advance  in  the  development  of  Britain’s  deterrent  power. 

Weather  and  especially  windy  conditions  were  such  as  to  enable  the  operation 
to  be  conducted  with  complete  safety.  Radio-active  fall-out  was  insignificant. 

Asked  if  he  would  now  consider  an  agreement  to  ban  all  future  tests,  he 
replied: 

“There  is  much  work  to  be  done  in  connection  with  the  application  of  a 
weapon  of  this  kind  to  the  purposes  for  which  it  had  to  be  prepared. 

“Although  I  am  anxious  to  reduce  the  number  of  tests  to  the  absolute  mini¬ 
mum,  it  is  my  duty,  so  long  as  this  policy  is  pursued,  to  see  that  the  tests  are 
effective,  and  that  I  must  do  .  .  . 

“I  believe  that  we  are  in  a  better  position  for  the  negotiation  and  bargaining 
which  are  taking  place  at  the  disarmament  conference  than  we  would  have  been 
if  we  had  not  undertaken  these  tests.” 

III.  Trade  With  China 

For  some  time  the  U.K.  Government,  in  discussing  with  their  allies 
the  future  of  controls  on  trade  with  China,  have  felt  that  it  was  becoming 
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more  and  more  unrealistic  to  forbid  the  export  to  China  of  goods  which 
the  allied  Committee  agreed  could  be  exported  with  strategic  safety  to 
Russia  and  the  other  countries  of  the  Soviet  bloc.  Following  the  Bermuda 
Conference  of  March  1957,  when  this  question  was  again  raised,  the  U.S. 
Government  made  proposals  which  went  some  way  to  meet  the  problems 
of  aligning  the  two  lists;  it  proved  impossible,  however,  to  reach  agreement 
within  the  Committee. 

The  U.K.  Government  hold  the  view  that  the  strategic  controls  are 
no  use  unless  they  are  effective  and  justified  on  strategic  grounds.  The 
items  which  have  been  forbidden  to  China  since  May  1951  but  permitted 
to  the  Soviet  bloc  (either  freely  or  under  quota)  are  not  of  strategic 
importance  except  in  time  of  war;  and  they  can,  of  course,  be  obtained 
by  China  through  Soviet  countries  or  others  not  members  of  the  Coord¬ 
inating  Committee. 

The  U.K.  Government  believe,  therefore,  that  the  control  lists  should 
now  be  aligned  on  a  rational  basis,  preserving  the  various  forms  of  stra¬ 
tegic  control  on  exports  to  communist  countries,  but  making  it  easier  to 
operate  these  controls  effectively.  This  in  no  way  conflicts  with  the  U.N. 
Resolution  of  May  1951;  and  Britain  continues  to  cooperate  to  the  full 
with  her  associates  on  all  control  questions. 

The  Foreign  Secretary,  Mr.  Selwyn  Lloyd,  made  the  following  state¬ 
ment  to  the  House  of  Commons  on  May  30th: 

“Discussions  in  the  China  Committee  on  controls  on  trade  with  China 
have  taken  place  over  the  last  three  weeks.  In  the  light  of  these  discussions, 
Her  Majesty’s  Government  have  now  considered  their  position. 

“We  intend  to  continue  our  established  policy  of  cooperating  with  our 
friends  and  allies  in  a  system  of  controls  on  trade  with  both  the  Soviet  bloc  and 
China  in  the  mutual  security  interest. 

“As  regards  the  detailed  scope  of  the  United  Kingdom  controls  on  trade 
with  China,  however,  we  have  informed  our  associates  that  in  future  we  shall 
adopt  the  same  lists  for  China  and  the  Soviet  bloc. 

“This  decision  will  mean  no  change  as  regards  items  which  are  embargoed 
for  both  the  Soviet  bloc  and  China;  but  certain  items  now  embargoed  for  China 
will  either  be  transferred  to  the  Quantitative  Control  List,  or  the  Watch  List, 
or  completely  freed. 

“The  necessary  detailed  arrangements  will  need  to  be  discussed  in  the 
China  Committee.  The  Export  of  Goods  Control  Order  will  be  amended 
accordingly  as  soon  as  that  can  be  done. 

“In  the  meantime,  licenses  will  be  granted  on  request  for  all  items  now 
embargoed  for  China  but  not  subject  to  export  licensing  to  the  Soviet  bloc.  For 
items  subject  to  quantitative  control  for  export  to  the  Soviet  bloc,  it  will  not  be 
possible  to  grant  licenses  until  discussions  have  been  held  in  Paris  about  the 
size  of  the  quota  for  China.” 


The  only  publications  which  British  Information  Services  sell 
are  those  published  by  Her  Majesty’s  Stationery  Office;  but 
books  and  periodicals  mentioned  in  this  section  may  be  read 
in  the  Library  or  borrowed  on  Inter-Library  Loan. 

Books  and  Articles 

Sterling-Dollar  Diplomacy  by  Richard  N.  Gardner  (Oxford  University  Press 
1956,  423  pages,  $6.75  in  U.  S.) 

Anglo-American  economic  relations  during  World  War  II  and  immediately 
afterwards  form  one  of  the  most  interesting  chapters  in  recent  economic 
history,  for  it  was  during  these  years  that  the  blueprints  were  drawn  up  and 
discussed  and  plans  made  for  the  international  economic  organisations  that 
have  played  an  important  part  in  stabilizing  currencies,  expanding  multi¬ 
lateral  trade,  lowering  tariff  barriers,  and  providing  investment  funds  for 
the  development  of  the  under-industrialised  countries. 

Mr.  Gardner’s  survey  is,  as  he  himself  explains,  neither  a  book  on  economic 
theory  nor  a  statistical  account  of  the  post-war  pattern  of  international  trade 
and  payments,  but  rather  an  analysis  in  some  detail  of  the  inter-play  of  views 
and  personalities  over  complex  and  indeed  fateful  international  economic 
issues. 

The  book  carries  the  story  only  up  to  1947,  and  therefore  ends,  perhaps 
unfortunately,  on  a  rather  depressing  note  because  of  the  economic  develop¬ 
ments  in  that  year  and  the  later  disappointment  over  the  International  Trade 
Organization.  Subsequent  events  have  proved  that  the  foundations  for  inter¬ 
national  economic  and  financial  cooperation  were  better  laid  than  might  have 
been  thought  in  the  earlier  period. 

Mr.  Gardner’s  book  provides  many  useful  and  readable  discussions  of 
specific  problems  that  have  influenced  Anglo-American  economic  relations, 
such  as  the  passage  on  page  155  on  Imperial  Preference,  and  on  page  186  on 
the  background  of  the  sudden  ending  of  Lend-Lease  supplies  in  1945. 

***** 

Wages:  A  Symposium:  Three  articles  in  The  Listener,  April  11th  1957. 

These  three  articles  appeared  during  the  recent  engineering  and  shipbuilding 
wage  dispute,  which  the  author  of  the  first  article  called  “the  most  far-reaching 
test  of  principles  —  as  well  as  of  sheer  strength  —  in  the  last  twenty  years. 

The  first  article:  “Has  the  Annual  Wage  Claim  Come  to  Stay”  by  Geoffrey 
Goodman,  industrial  correspondent  of  the  News  Chronicle,  argues  that  longer- 
term  contracts  are  desirable,  with  annual  adjustments  based  not  only  on  cost-of- 
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living  changes  (nearly  3  million  workers  are  already  covered  by  such  agree¬ 
ments)  but  also  on  productivity  increases. 

The  second  article:  “Is  Nation-Wide  Bargaining  Desirable?”  by  Ben  Roberts, 
Reader  in  Industrial  Relations  at  London  University,  draws  attention  to  the 
disadvantages  of  the  current  system  of  nationwide  collective-bargaining  in 
industries  such  as  engineering,  and  suggests  that  a  national  minimum  wage 
should  be  established,  on  top  of  which  collective  bargaining  should  be  under¬ 
taken  where  possible  at  the  plant  level. 

In  the  third  article:  “Can  Arbitrators  Have  Principles?”  by  David  Worswick, 
Lecturer  in  Economics  at  Oxford  University,  it  is  argued  that  the  amount  of 
wage  increases  which  the  nation  can  safely  afford  without  inflation  should  be 
calculated,  and  that  within  occupations  wages  should  be  determined  as  a 
national  policy,  based  on  securing  the  right  numbers  of  workers  moving  to 
the  right  jobs.  It  is  maintained  that  without  clearly  defined  principles  of  this 
kind,  both  collective  bargaining  and  arbitration  are  haphazard  in  their  effects. 

Hi  Hi  Hi  Hi  Hi 

The  London  Insurance  Market  by  J.  H.  J.  Day  ( Progress ,  Summer  1956,  pp. 
127-132) 

London  has  long  been  the  insurance  center  of  the  world,  and  probably  over 
one-half  of  the  insurance  market’s  premium  income  comes  from  overseas 
business.  Marine  insurance,  the  oldest  form,  was  being  written  in  London  in 
the  first  half  of  the  16th  century,  but  in  volume  it  has  long  since  been  surpassed 
by  fire,  motor  and  other  forms. 

This  well-illustrated  article  by  Mr.  Day  traces  the  development  of  the 
London  insurance  market  as  a  whole  but  is  mainly  a  study  of  Lloyd’s  of  London 
which  may  be  described  as  an  association  of  individual  underwriters  each  of 
whom  is  separately  liable  to  the  full  extent  of  his  means  for  his  engagements 
under  a  Lloyd’s  policy. 

British  insurance  companies  are  proud  of  their  long  record  of  prompt 
payment  of  claims.  A  classic  case,  often  quoted,  is  the  San  Francisco  earth¬ 
quake  of  1906.  Some  £15  million  (then  worth  about  $75  million)  was  paid 
out  to  policy  holders  after  this  disaster.  Every  British  insurer  met  his  obliga¬ 
tions  in  full. 

***** 

The  Post-War  Condition  of  Britain  by  G.  D.  H.  Cole  (Routledge  &  Kegan 
Paul,  London,  1956,  483  pp.  40s) 

A  valuable  discussion  of  many  aspects  of  British  life,  with  special  emphasis 
on  economic  questions  and  more  than  two  hundred  tables  on  such  matters 
as  the  national  income,  employment,  production  and  productivity,  investment 
and  consumption,  the  social  services,  trade  unions,  local  government,  etc. 
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